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FOREWORD 


The Monopolies and Restrictive Trade Practices Act, 1969 is intended to 
ensure that the operation of the economic system does not result in the concent¬ 
ration of economic power to the common detriment. The Act has its genesis 
in the Directive Principles of State Policy embodied in the Constitution. Article 
39 (b) and (c) of the Constitution lays down that the State shall direct its policy 
towards ensuring that the ownership and control of the material resources of 
the community are so distributed as best to subserve the common good and that 
the operation of the economic system does not result in concentration of wealth 
and means of production to the common detriment. The fundamental tenent 
of State policy is, therefore, to ensure that while promoting economic and in¬ 
dustrial growth, progressive reduction in the concentration of wealth and economic 
power is also brought about side by side. The provisions for regulating the con¬ 
centration of economic power are contained in Chapter III of the Monopolies 
and Restrictive Trade Practices Act. The Act is not aimed at the prevention of 
growth of undertakings as such but is designed to regulate their expansion only 
into specified fields for ensuring that such expansions do not adversely affect 
the small and medium scale undertakings and they will not be prejudicial to the 
public interest. 

The Central Government has the discretion to make references to the Mono¬ 
polies and Restrictive Trade Practices Commission in respect of expansion of 
undertakings (Section 21), establishment of new undertakings (Section 22), Merger, 
amalgamation and take-over (Section 23) and division of undertakings (Section 
27). References under the aforesaid provisions of the Act are made to the Com¬ 
mission if the Central Government is of the opinion that no order under these 
provisions can be made by it without further enquiry. It is not mandatory for 
the Central Government to refer all applications under Sections 21, 22 and 23 
of the Act to the Commission for further enquiry. However, wherever it is 
felt that the facts and the relevant information necessary to decide on a proposal 
is not available or some important issues like dominance angle, demand pro¬ 
jections, availability of raw-materials, economic viability, financial resources, 
technology angle, etc. merit further examination, the Central Government may 
refer the proposal to the Commission for an indepth enquiry. After enquiry 
and such hearing as it thinks fit, the Commission submits its report on the pro¬ 
posal to the Central Government. The role of the Commission in this regard 
is of advisory nature and it is for the Central Government to take a final decision 
on the proposal in the light of the recommendations of the Commission. 

Since the inception of the Monopolies and Restrictive Trade Practices Act, 
the Commission has submitted a number of reports on the various proposals 
referred to it for enquiry by the Central Government from time to time. These 
reports contain very valuable and useful information and also provide a deep 
insight into the various fields of industry in respect of which the Commission got 
an opportunity to enquire into. Various Departments of the Government as 
well as the research scholars, and academecians would find the information 
contained in these reports to be of great use to them. Although the reports of 
the Commission together with the orders of the Central Government thereon 
have been laid before the Parliament from time to time, in pursuance of the pro¬ 
visions of section 62 of the Act, it has not been possible to have these reports 
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published so far for the benefit of the general public. The present publication 
IS the first endeavour in this direction, and it is hoped that this publication would 
meet the long felt need of the various quartep by malswg the reports of the Com¬ 
mission available to them in the form of a single publication. 

I would like to express my sincere appreciation of the hard work done by 
Shri B.B.L. Mittal, Senior Librarian, Department of Company Affairs in editmg 
and compiling this voluminous publication which runs into five volumes. But 
for his whole-hearted and untinng efforts, this publication may not have ^n 
possible. It is heartening that Shri Mittal has also undertaken the work of editing 
and compiling the orders of the Central Government in respect of the various 
proposals decided by the Central Government under Sections 21, 22 and 23 of 
the Monopolies and Restrictive Trade Practices Act, in respect of which reference 
to the Commission was not considered necessary. It is hoped that this work 
will also be published soon. 


New Delhi 
March 8, 1981 


K. S, BHATNAGAR 
Secretary to the Government of India 
Department of Company Affairs 
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CHAPTER I 


INTRODUCnON 

Reference to Commission for inquiry and report 

I'Ol M/s. Kesoram Industries & Cotton Mills Ltd. submitted an application under Section 
22 of the M.R.T.P. Act, 1969 to the Department of Company Affairs for the establishment of a new 
Cement unit in Pattan (Neem-ka-Thana, District Sikar, Rajasthan) on 17th October, 1970. This 
application was referred by the Central Government for inquiry and report vide their letter dated 
29th January, 1971 to the Monopolies and Restrictive Trade Practices Commission under Section 
22(3)(b) of the Act. 

1-02 The Company in its application dated 6th October, 1970 in Form-II as prescribed 
under the Monopolies and Restrictive Trade Practices Rules, 1970, stated that the proposed unit 
will be run under the name and style of M/s. Kesoram Cement and will manufacture and sell portland 
cement. 

1-03 During the course of the inquiry, it came to the notice of the Commission that the 
application of M/s. Kesoram Industries and Cotton Mills Ltd. under the Industries (Development 
& Regulation) Act, 1951 had been rejected by the Ministry of Industrial Development and Internal 
Trade under their letter No. 2-42/70-CEM dated 19th February, 1971. In view of this the Com¬ 
mission informed the Central Government that as the application of the Company under the In¬ 
dustries (Development & Regulation) Act, 1951 had been rejected there did not appear to be much 
point in considering its case under the M.R.T.P. Act, 1969. 

1 "04 Subsequently the Department of Company Affairs informed the Commission that 
the application under the Industries (Development & Regulation) Act, 1951 of M/s. Kesoram In¬ 
dustries & Cotton Mills Ltd. was again brought before the meeting of the Full Licensing Committee 
at the instance of the Government of Rajasthan, and, following the deliberations at this meeting 
the Ministry of Industrial Development was reconsidering the earlier decision of the Licensing 
Committee rejecting the application. The Commission, therefore, agreed to proceed with the in¬ 
quiry. It was decided that the period of 90 days for submitting the report would be counted w.e.f. 
9th June, 1971, the date on which the letter giving the above information (No, 8(8)/71-Ml dated 
8th June, 1971 of the Department of Company Affairs) was received in the Commission’s office. 

Purpose and Scope of Inter-connection study 

105 Subsequently the Commission received the following references from the Central 
Government under Sections 21(3)(b) or 22(3)(b) of the M.R.T.P. Act for inquiry and report:— 

1. M/s. India Linoleums Ltd., a subsidiary of M/s. Birla Jute Manufacturing Company 
Ltd., for the establishment of a new factory for the manufacture of floor coverings on 
the basis of a plastic fabric in place of the present product called linoleum which is based 
on a jute backing. 

2. M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., for the setting up of a new paper and 
pulp mill in Mysore. 

3. M/s. Hindustan Aluminium Corporation Ltd., for the manufacture of Aluminium fabri¬ 
cations. 

4. M/s. Hindustan Aluminium Corporation Ltd., for the manufacture of Caustic Soda, 
chlorine etc. 

5. M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., for the manufacture of Caustic Soda, 
chlorine etc. 

6. M/s. Century Spinning & Mfg. Co. for the manufacture of fibreglass. 

All these Companies according to the report of the Industrial Licensing Policy Inquiry Com¬ 
mittee belong to the Larger House of Birlas. Further, many of the industrial products for the 
manufacture of which these applications have been made are also being manufactured by some other 
‘Birla Companies’. 
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1-06 The question of inter-connection is a very vital question in the consideration of matters 
arising under Chapters III and IV of the M.R.T.P. Act. For determining whether an undertakings 
is a dominant producer in any commodity or product, one has to take into account not only the out¬ 
put of the applicant company or undertaking but also the outputs of its inter-connected undertakings. 
That is the reason for which Section 26 of the Act requires all inter-connected undertakings to register 
themselves with the Government. The Commission, therefore, considered it essential to go into 
the question of inter-connection of the aforesaid companies with certain other companies in the so- 
called Birla House. Such a study was also considered necessary for ascertaining at least in an 
approximate way the degree of concentration of economic power that the applicant Companies, 
together with their inter-connected Companies, enjoyed. It was, therefore, initially decided to go 
into the question of inter-connection of the following ten selected companies (including the applicant 
companies) and the Director of Investigation was directed on 21st D(^mber 1971 to undertake the 
study :— 

I 

1. M/s. Kesoram Industries & Cotton Mills Ltd. (hereinafter referred to as M/s. Kesoram 
Industries). 

2. M/s. Birla Jute Manufacturing Company Ltd. (hereinafter referred to as M/s. Birla Jute). 

3. M/s. Gwalior Rayon Silk Manufacturing (Wvg.) Company Ltd. (hereinafter referred to 
as M/s. Gwalior Rayon). 

4. M/s. Hindustan Aluminium Corporation Ltd. (hereinafter referred to as M/s. Hindustan 
Aluminium). 

5. M/s. Jiyajee Rao Cotton Mills Ltd. (hereinafter referred to as M/s. J.C. Mills). 

6. M/s. Century Spinning & Manufacturing Company Ltd. (hereinafter referred to as 
M/s. Century Spinning). 

7. M/s. Sirpur Paper Mills Ltd. (hereinafter referred to as M/s. Sirpur Paper). 

8. M/s. Orient Paper Mills Ltd. (hereinafter referred to as M/s. Orient Paper). 

9. M/s. Mysore Cements Ltd. (hereinafter referred to as M/s. Mysore Cements). 

10. M/s. Hindustan Motors Ltd. (hereinafter referred to as M/s. Hindustan Motors). 

As a result of certain initial inquiries in the case of M/s. Century Spinning, the Commission subse- 
quratly directed the Director of Investigation to enlarge the scope of the inter-connection study 
so as to include M/s. Bharat Commerce and Industries Ltd. and M/s Zuari Agro Chemicals Ltd. 
(hereinafter referred to as M/s. Bharat Commerce and Zuari Agro) also. 

1-07 Before the abolition of the Managing Agency System in April, 1970, most companies 
functioned under the Managing Agency of well-known firms or private limited companies whose 
main function was to manage various companies. If such an arrangement had continued all the 
undertakings which were under the umbrella of one managing agency firm or company would become 
inter-connected in terms of the provisions of the M.R.T.P. Act. The Birla Group consisted, acc¬ 
ording to the Industrial Licensing Policy Inquiry Committee’s Report, of 203 First Tier Companies. 
Btfore the abolition of the Managing Agency System, the main Managing Agents of this Group, 
their Directors and the companies managed by toem were as under :— 

I. Birla Bombay Private Limited 


Managed Companies 


1 . 

2 . 


3. 


4. 


5. 

6 . 

7. 


M/s Bharat Sugar Mills 

M/s Govind Sugar Mills 

M/s New India Sugar Mills 

M/s Upper Ganges Sugar Mills 

M/s New Swadeshi Sugar Mills 

M/s Oudh Sugar Mills 

M/s Indian Smelting and Refining Company 


Secretaries and Treasurers of 

1. M/s Tungabhadra Industries 

2. M/s Macfarlane & Co. 
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Main Directart (as on 31-3-70) 
Shri R.D. Birla —Chairman 
Shri K.K. Birla 
Shri S.K. Birla 
Shri Ashok Yardhan Birla 

n, BMa Gwahor Private Limited 


Mmaged CompanUa 

1. M/s Century Spinning & Mfg. Co. 

2. M/s Gwalior Rayon Silk Mfg. (Wvg.) Co. 

3. M/s Hindustan Ahiminium Corporation 

4. M/s liyajee Rao Cotton Mills 

5. M/s National Enginening Industries 

6. M/s Ratnakar Shipping Company 

7. M/s Universal Cables Company 

8. M/s Bharat Tyre ft Rubber Co. 

Directors (as on 31-3-71) 

Shri G.D. Birla — Chairman 

Shri M.P. Krla — Mam^itng Director 

Shri G.P. Birla — Managing Director 

in. Birla Bros. Private Limited 

Managed Compaidea 

1. M/s Birla Cotton Spg. ft Wvg. Mills Ltd. 

2. M/s Birla lute Mfg. Co. 

3. M/s Hindustan Motors 

4 . M/s Jayshree Tea ft Industries 

5. M/s Kesoram Industries ft Cotton Mills Ltd. 

6. M/s Orient Paper Mills 

7. M/s Sirpur Paper Mills 

8. M/s Sirsilk Ltd. 

9. M/s Sutlej Cotton Mills 

10. M/s Textile Machinery Corporation 

Secretaries and Treasurers of 

1. M/s Air Conditioning Corporation 

2. M/s Bally Jute Company 

3. M/s Electric Construction ft Equipment Co. 

4 . M/s Hindustan Gas ft Industries 

5. M/s Orient General Industries 

6. M/s Universal Tyres Ltd. 


Main DUectors (in 1970) 

Shri B.M. Birla — Managing Director 

Shri L.N. Birla — Managing Director 

(son of Shri G.D. Birla) 

Shri K.K. Birla — Managing Director 
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1 • 08 After the abolition of the Managing Agency System, the Birla Group of Companies 
are supposed to have become separate entities managed by independent Boards of Directors. It, 
however, appears that important members of the Birla family are still associated with the top manage¬ 
ment of all the important companies either as Chairman or as Honorary Advisors of such companies. 
Thus Shri G.D. Birla who was serving as the Chairman of the Board of Directors of M/s Gwalior 
Rayon and Hindustan Aluminium continues to be the Chairman of these two companies. He was 
and is still continuing as the Chairman of M/s Mysore Cements. Shri B.K. Birla was the Chairman 
of M/s Kesoram Industries and continues to be its Chairman. Shri G.P. Birla was the Chairman 
of M/s Orient Paper Mills and still continues to be its Chairman. Shri M.P. Birla was the Chairman 
of M/s Birla Jute and he is still the Chairman of this company. Shri R.D. Birla was prior to his 
death Chairman of M/s Century Spinning. Shri B.M. Birla was the Chairman of M/s Hindustan 
Motors and he is still the Chairman of this company. Shri K.K. Birla is the Chairman of the Board 
of Directors of the newly started company M/s Zuari Agro. 

1-09 In the case of M/s Sirpur Paper, Shri G.P. Birla who was its Chairman has become the 
Company’s Advisor. It is pertinent to note here that M/s Orient Paper Mills itself was appointed 
as Technical Consultants of M/s Sirpur Paper. The appointment of Shri G.P. Birla as an Advisory 
in these circumstances is significant. In the case of M/s Mysore Cements, Birla Consultants Private 
Ltd. is acting as its Advisor. It is also acting as Advisor of M/s Gwalior Rayon and Hindustan 
Aluminium. Similarly M;s Birla Gwalior Private Ltd. is acting as Advisor of M/s J.C. Mills with 
effect from 1st April, 1970. Shri Aditya Vikram Birla, grandson of Shri G.D. Birla, has been appointed 
as Honarary Advisor of M/s Gwalior Rayon. Shri G.D. Birla and Shri B.K. Birla were Directors 
of M/s Century Spinning. After the abolition of the Managing Agency System, both were appointed 
as Honarary Advisors to the Company. Shri Aditya Vikram Birla was appointed Honorary Advisor 
of M/s Hindustan Aluminium on 31-3-70. Shri G.D. Birla was appointed as Honorary Advisor 
of M/s J.C. Mills on 26th April, 1971. Shri S.K. Birla was appointed Honorary Advisor of M/s 
Birla Jute on 17th November, 1970 in respect of its Calcium Chloride and Staple Fibre Divisions. 

I'lO Shri p.P. Mandelia was serving as the Special Advisor of M/s Hindustan Aluminium 
prior to the abolition of the system of Managing Agency. He was also serving as the Advisor of 
M/s Century Spinning, Gwalior Rayon and J.C. Mills prior to the abolition of the Managing Agency 
System. Shri Mandelia is still continuing in these capacities. 

I'll Having regard to the above facts the Commission considered it essential to ascertain 
as to whether the selected Companies were independent Board managed Companies or were com¬ 
monly controlled or managed by a group of persons and as such were inter-connected in terms of 
Section 2(g) of the Act. 

Reasons for extending dates of submission of reports 

1'12 The date for the submission of the report by the Commission to the Central Govern¬ 
ment in this case was first extended by the Commission from 6th September, 1971 to 31st December, 
1971 on the ground that the replies to various communications issued by the Commission to certain 
parties as well as certain companies which appeared prima facie to be inter-connected with the appli¬ 
cant Company were still awaited. Replies from certain Government Departments who had been 
addressed in connection with the enquiry were also awaited. Subsequently, the dates for the sub¬ 
mission of the report in this case had to be extended by the Commission on six other occasions. 
The dates of the Commission’s orders in this regard as well as the extended dates are given below :— 


Date of the Commission’s 

Extended date for the 

Order 

submission of report 

29-12-1971 

15-4-1972 

12-4-1972 

15-8-1972 

7-8-1972 

15-11-1972 

13-11-1972 

31-1-1973 

30-1-1973 

30-4-1973 

17-4-1973 

28-7-1973 


1.13 The above extensions of time were mainly necessitated by the fact that an enquiry into 
the question of inter-connection of the applicant Company with some other companies, which ap¬ 
pear^ to theCommission prima facie inter-connected with it, took considerable time. The facts 
and circumstances leading to the delay in the completion of this inquiry are briefly enumerated in 
he succeeding paras. 
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1-14 In view of the fact that the Directors of Investigation does not have any powers of 
summoning the books of accounts/documents, the Commission issued summonses under Section 
12 of the Act to the selected Companies calling for the production of certain documents. The com¬ 
panies were to be deemed to have complied with the summonses if they furnished the requisite infor¬ 
mation. Some of these companies questioned the relevancy of the information for the purpose of 
the inquiry before the Commission. In some cases the compliance was made after protracted legal 
processes as would be seen from the following paragraphs. 

1.15 Summonses under Section 12 weie issued on 14th April, 1972, apart from others, to 
M/s Orient Paper, Sirpur Paper and Hindustan Motors. These companies raised legal contentions 
regarding the relevance of the information called for under these summonses to the inquiry before 
the Commission and asked for personal hearings. The Commission granted personal hearings to 
the representatives of these companies on 9th and 10th May, 1972, and thereafter passed an order 
on 12th May, 1972 rejecting their various contentions and fixing fresh dates for compliance. M/s 
Orient Paper and Sirpur Paper thereafter moved Civil Miscellaneous Writ Petitions under Article 
226 of the Constitution of India before the Delhi High Court and obtained orders staying the opera¬ 
tions of the Commission’s order dated 12th May, 1972. The High Court passed these orders on 
14th June, 1972 and 26th June 1972 respectively. Similarly, M/s Hindustan Motors moved a Writ 
Petition under Article 226 of the Constitution of India and a Civil Miscellaneous Petition before 
the Calcutta High Court on 12th June, 1962 md obtained and oif interim order of injunction staying 
all proceedings before the M.R.T.P. Commission pursuant to the order dated 12th May, 1962 for a 
period of six-weeks. This v/as later extended. The Writ Petitions of M/s Orient Paper and Sirpur 
Paper referred to earlier came up for hearing finally on 1st August 1972 and, after hearing, were 
dismissed by the Court. So far as the Writ Petition in the case of M/s Hindustan Motors is con¬ 
cerned, it was dismissed by the Calcutta High Court only in the last week of March, 1973, M/s 
Orient Paper and Sirpur Paper complied with the commission’s summons dated 14th April, 1972 
on 25th August, 1972 and 22nd August, 1972 respectively. M/s Hindustan Motors have so far not 
complied with the summons. 

1.16 M/s Century Spinning, Gwalior Rayon, Hindustan Aluminium andJ.C. Mills were 
issued summonses under Section 12 of the Acton 14th April, 1972. In the case of M/s Century 
Spinning, a fresh set of summons was issued on 5th July, 1972 in its own case. These companies 
also raised legal contentions regarding the relevance of the information called for under thesesum- 
monses and later on asked for extension of time till the disposal of the stay order by the Delhi High 
Court in the case of M/s Orient Paper, M/s Hindustan Aluminium and Century Spinning asked for 
personal hearings before the Commission which were granted on 21st July, 1972. After the dis¬ 
missal of the stay order by the Delhi High Court in the case of M/s Orient Paper, these companies 
complied with the summonses in August, 1972. 

1.17 Asa result of the scrutiny of the material collected by the Director of Investigation upto 
September-October, 1972, the Commission issued summonses under Section 12 of the Act to 11 
selected companies (excepting M/s Hindustan Motors in whose case a Writ Petition was still pending) 
on 27th November, 1972 calling for certain information. Another set of summonses under Section 
12 was issued to the 10 selected companies (excluding M/s Hindustan Motors and Sirpur Paper) 
on 18th December, 1972, calling for some further information which was considevea as relevant for 
the purpose of the inter-connection study. 


Pleas by applicant Companies for assuming inter-connection 

1-18 So far as M/s Bharat Commerce, Mysore Cement, Zuari Agro and Sirpur Paper and 
concerned, they complied with the summonses issued to them. M/s Kesoram Industries, Birla Jute, 
Orient Paper, Century Spinning, Hindustan Aliminium, Gwalior Rayon and J.C. Mills, however, 
contended that some of the queries made in these two set of summonses were not relevant to the en¬ 
quiries before the Commission. M/s Century Spinning, Hindustan Aluminium,, Gwalior Rayon 
and J.C. Mills raised some other legal contentions also. M/s Kesoram Industries further submitted 
that the Commission may assume, for the limited purpose of the disposal of its application pending 
before the Commission, that the applicant company is ‘inter-connected’ as alleged. M/s Century 
Spinning, Hindustan Aluminium and Gwalior Rayon submitted that further enquiry may be proceeded 
with on the assumption that these companies are inter-connected with other concerns stated to be 
belonging to the ‘Birla Group of Companies’ in the Dutt Licensing Enquiry Committee Report. 
These companies, however, made partial compliance in respect of the queries which they considered 
as relevant to the enquiries pending before the Commission. Barring M/s J.C. Mills, all these com¬ 
panies also asked for a personal hearing before the Commission. 

2—7 M of LJ & CA/ND/79 
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1.19 M/s Birla Jute and Orient Paper were granted hearing by the Commission on 8th 
February, 1973 and M/s Kesoram Industries on 9th February, 1973. M/s Century Spinning, Gwalior 
Rayon and Hindustan Aluminium were given hearings by the Commission on 20th February, 1973. 
The main contentions referred to earlier were reiterated by the representatives of these companies 
before the Commission. In the case of M/s Birla Jute, Snri B.P. Khaitan submitted before the 
Commission that it may assume for the limited purpose of the disposal of the company’s application 
that the applicant is ‘inter-connected’ as alleged. The Commission passed interim orders in the 
cases of M/s Birla Jute and Kesoram Industries on 28th February, 1973. It was stated in the in¬ 
terim orders that it is not possible for the Commission to proceed on the basis of any assumption 
for the purpose of submitting its report to the Central Government. The petitioner companies were, 
however, at liberty to amend their applications under Section 22(3)(b) in the form as prescribed under 
the Monopolies and Restrictive Trade Practices Rules, 1970 so as to state the names and addresses 
of all inter-connected undertakings. The Commissions stated that in view of the fact that ‘inter¬ 
connection’ involves other undertakings as well, the applicant company may also file with the 
Central Government their letters of consent on the question of inter-connection. Final hearings 
were fixed in these two cases for 15th March, 1973. In the case of M/s Orient Paper, the Commission 
rejected all the contentions of the petitioner Company by its order dated 28th February, 1973, 
and fixed 14th March, 1973 as the new date for compliance. In the cases of M/s Century Spinning, 
Hindustan Aluminium and Gwalior Rayon, a common interim order was passed by the Com¬ 
mission on 28th February, 1973, stating that it is not possible for the Commission to proceed on 
the basis of any assumption for the purpose of submitting its report to the Central Government. 
The petitioner companies were, however, at liberty to amend their applications under Section 21 
(3)(b)/22(3)(b) in the form as prescribed under the Monopolies and Restrictive Trade Practices Rules, 
1970 so as to state the names and addresses of all inter-connected undertakings. The Commission 
stated that in view of the fact that ‘inter-connection’ involves other undertakings as well, the appli¬ 
cant companies may also file with the Central Government their letters of consent on the question 
of inter-connection. Further hearing was fixed for 14th March, 1973. 

1.20 So far as M/s Birla Jute and Kesoram Industries are concerned, further hearings took 
place before the Commission on 15th March and 16th March, 1973 respectively. The represen¬ 
tatives of these companies stated that they were willing to amend their applications under Section 
22 of the M.R.T.P. Act filed before the Central Government in the manner indicated by the Com¬ 
mission. So far as the question of filing letters of consent from other undertakings which would 
become, inter-connected, for the limited purpose of the disposal of these apphcations is concerned, 
it was submitted that the Commission may directly write to such companies on the subject. In 
both these cases, the date of compliance was finally fixed as 9th April, 1973. So far as M/s Century 
Spinning, Hindustan Aluminium and Gwalior Rayon are concerned, their representative stated 
before the Commission that they were not prepared to amend their applications under Sections 
21/22 of the M.R.T.P. Act in the manner indicated by the Commission. Later on, the representative 
of these companies, Shri E.B. Desai, had a discussion with the Director of Investigation on 28th 
March, 1973, and indicated that these companies may also amend their applications under Sections 
21/22 in the manner indicated by the Commission. Shri Desai, however, stated that so far as the 
letters of consent from other undertakings were concerned, the Commission should write to such 
undertakings directly on the subject. 

Amendment of application in Form II by applicant company 

1.21 As a result of the above hearings. M/s Kesoram Industries wrote to the Department 
of Company Alfairs on 4th April, 1973, amending paragraph 8-A of its application under Section 
22 in regard to its inter-connected undertakings on the following lines :— 

“Considering the provisions of law the applicant Company is not inter-connected with any 
company except those mentioned above. However, purely with a view to facilitate and ex¬ 
pedite the disposal of the application, the applicant Company agrees, for the limited purpose 
of the disposal of the present application, that it may be assiuned that the applicant Company 
is inter-connected with the following companies :— 

1. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., Gwalior. 

2. Hindustan Aluminium Corpn. Ltd., Renukoot, Mizapur. 

3. Birla Jute Mfg. Co. Ltd., Calcutta. 

4. Jiyajeerao Cotton Mills Ltd., Gwalior. 

5. Century Spg. & Mfg. Co. Ltd., Bombay. 

6. Sirpur Paper Mills Ltd., Sirpur Kagaznagar, 
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7. Orient Paper Mills Ltd., Brajrajnagar. 

8. Mysore Cements Ltd., Bangalore. 

9. Hindustan Motors Ltd., Calcutta. 

10. Bharat Commerce & Industries Ltd., Delhi. 

11. Bally Jute Co. Ltd., Calcutta. 

12. Birla Cotton Spg. & Wvg. Mills Ltd., Delhi. 

13. National Engineering Industries Ltd., Jaipur. 

14. Sutlej Cotton Mills Ltd., Amritsar. 

15. Zuari Agro Chemicals Ltd., Zuarinagar, Goa. 

16. Bharat Produce Co. Ltd., Calcutta. 

17. Birla Bombay (P) Ltd-, Bombay. 

18. Birla Bros. (P) Ltd., Calcutta. 

19. Birla Gwalior (P) Ltd., Calcutta. 

20. Birla Consultants (P) Ltd., Bombay. 

21. Birla Buildings Ltd., Calcutta. 

22. Eastern India Services & Marketing Co. Ltd., Calcutta. 

23. Punjab Ginning & Pressing Co. Ltd., Calcutta. 

24. Shree Services & Trading Co. Ltd., Calcutta. 

25. Sutlej Cotton Mills Supply Agency Ltd., Gwalior”. 

A copy of this letter was addressed to the Commission. The Commission wrote to all the 
25 companies which, according to the amended application of the applicant Company, were to be 
treated as inter-connected with it for the limited purpose of the disposal of this application. These 
companies were asked to give their consent to this proposition or alternatively to file their objection, 
if any, by 27th April, 1973. Replies from most of these companies became available to the Com¬ 
mission only by the first week of May, 1973. Barring M/s Zuari Agro, no other company has 
denied assumption of inter-connection or raised any objection in this regard. Similar amendments 
to paragraphs 8-A of their applications under Section 21/22 of the Act were made by M/s Birla Jute, 
Gwalior Rayon, Hindustan Aluminium and Century Spinning in April, 1973. 

Director’s report on Inter-connection 

1-22 M/s Birla Jute have since submitted their reply on the remaining points and M/s Orient 
Paper have also, in compliance to the summons, furnished the requisite information. So far as 
M/s Kesoram Industry, Century Spinning, Hindustan Aluminium, Gwalior Rayon and J.C. Mills 
are concerned, they did not furnish their replies in compliance to the summonses on account of 
the developments stated above. The material so far made available to the Commission has been 
analysed by the Director of Investigation who has submitted a detailed report to the Commission 
on 11th May, 1973. His broad conclusions are :— 

(a) M/s G.D. Birla, R.D. Birla (since deceased) B.M. Birla, B.K. Birla, G.P. Birla, K.K. 
Birla, M.P. Birla, S.K. Birla, Aditya Vikram Birla and Ashok Vardhan Birla and their 
associates namely S/Shri D.P. Mandelia and K.G. Maheshwari constituted a group 
within the meaning of Section 2(g) of the M.R.T.P. Act. 

(b) The Members of the group are controlling the affairs of the following companies in various 
ways :— 

1. M/s J.C. Mills 

2. M/s Gwalior Rayon 

3. M/s Kesoram Industries 

4. M/s Birla Jute 

5. M/s Orient Paper Mills 

6. M/s Century Spinning 

7. M/s Hindustan Aluminium 

8. M/s Mysore Cements 

9. M/s Zuari Agro Chemicals 

10. M/s Hindustan Motors 



8 


In addition, 38 companies mentioned in Annexure I which are also controlled/managed by the same 
group of persons would be inter-connected with the aforesaid 10 companies. Twentyfour (24) 
subsidiaries of the above mentioned companies would also become inter-connected. Thus in all 
72 companies would become inter-connected. A full list of these 72 companies is given in Annexure II. 

1 ■ 23 The Commission has carefully considered the submissions contained in the report 
dated 11th May, 1973 from the Director of Investigation. We must say that inspite of the con¬ 
certed non-cooperation from the abovementioned group of companies, the Director’s report has 
revealed very interesting evidence to show that in each of the big companies, important decisions 
were invariably taken only by members of the Birla family and the other members of the group viz., 
Sarvashri D.P. Mandelia and K.G. Maheshwari. The Boards of Directors of these Companies 
have indicated their approval long after the decisions were taken by one or more members of the 
group. 


In these and in other ways the Director’s report marshals much evidence which if properly 
followed further may enable the Commission to establish the fact of inter-connection among a number 
of these companies. 

1’24 However, in view of the amendment to its application made by Messrs. Kesoram 
Industries as indicated above, the Commission has come to the conclusion that this amendment 
satisfies to a substantial extent the Commission’s purpose in undertaking the inter-connection en¬ 
quiry in so far as the present case is concerned. The Commission has therefore decided not to take 
any view at this stage of the report of the Director of Investigation and to deal with the application 
purely on the basis of the amendment made to the application indicating that, for the present purpose, 
the applicant Company may be deemed to be inter-connected with 25 other companies as described 
above. 

1 • 25 We however append to this report a copy of the report of the Director of Investigation 
dated 11th May, 1973 (Annexure III). This would indicate broadly the lines of investigations which 
have been pursued and the tentative conclusions drawn by the Director on the basis of the material 
that could be collected up to now. 


CHAPTER II 

THE APPLICANT COMPANY AND ITS PROPOSAL 

2.01 The Company completed 54 years of its existence in 1973. The present authorised 
capital of the Company is Rs. 5,00,00,000 and the paid-up capital is Rs. 4,19,79,220. The Company 
has two subsidiaries, namely, the Bharat General & Textile Industries Ltd., and Hindustan Heavy 
Chemicals Ltd. The Company has made rapid progress during the course of last decade and di¬ 
versified its activities. It has at present six manufacturing divisions, namely Textiles, Rayon and 
Transparent Paper, Spun Pipes and Foundries, Refractories and Cement. The applicant Company 
is manufacturing different products, the details of which are given below :— 



TABLE 1 


Name of the Section 

Year of Commencement 

Description of goods 
produced 

1 

2 

3 

1. Textile Section 

Since inception 

Cloth and Cotton Yarn 

2. Rayon Section 

• • Rayon I—1959-60 

Rayon II—1962-63 

(a) Rayon Yarn 

(b) Sulphuric Acid 

(c) Carbon-di-Sulphide 

(d) By-product-Sodium 
Sulphate 
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TABLE l—Contd. 



1 

2 

3 

3. 

Transparent Paper Section 

• Paper 1-1961-62 

Paper II—1964-65 

(a) Transparent Paper 

(b) M.P. Transparent Paper 

4. 

Spun Pipes & Foundries Section 

• 1964-65 

Cast Iron Spun Pipes and 
fittings 

5. 

Refractories Section (on lease) 

• 1965-66 

Refractories 

6. 

Cement Section 

• A.P.I.—1968-69 

A.P. 11 -1971-72 

Cement 


The Company had an Engineering Section which has been closed since 1971. No fresh orders 
are being accepted by this Section though the orders in hand are being completed. The figures of 
licensed and installed capacity as well as actual output of the different units of the Company are 
given below 


TABLE 2* 


Unit/Section 

Product 

Installed capacity 

Actual output 

Textile 

• (i) Cloth . - . . 

76424 Spindles 

69016791 Meters 


(ii) Yarn (saleable) 

2215 looms 

490066 Kgs. 

Rayon 

• (1) Viscose Filament Rayon 

Yarn • • • • 

4635 M. Tons 

3472 M. Tons 


(ii) Sulphuric Acid 

16500 M. Tons 

8617 M. Tons 


(iii) Carbon-di-sulphide 

2781 M. Tons 

1774 M. Tons 

Transparent Paper 

• Cellophane Paper Transparent 
Cellulose (Film) • 

2286 M. Tons 

2247 M. Tons 

Cement • 

• Unit I • • • • 

75000 M. Tons 

214070 M. Tons 


Unit 11 • 

275000 M. Tons 

83845 M. Tons 

Spun Pipes & 
Foundries 

Cast Iron Spun Pipes & Pipe 
Fittings .... 

30000 Tons 

24239 M. Tons 

Refractories 

• Fire bricks ■ • • • 

24600 M. Tons 

17891 M. Tons 


♦Further details for the last few years are given in Annexure II. 


2-02 M/s Bharat General and Textile Industries Ltd., a subsidiary of this Company— 
running four oil mills and one Textile Spinning Mill. M/s Hindustan Heavy Chemicals Ltd.— 
another subsidiary company- is manufacturing Caustic Soda Lye, Liquid Chlorine, Hydrochloric 
Acid and Alum. The details of their licensed and installed capacity are given below 

TABLE 3 


(a) Bharat General and Textile Industries Ltd. 


Units 

Particulars 

Licensed capacity 
(annual) 

Installed capa¬ 
city (annual) 

1 

2 

3 

4 

1. At Dhamangaon 

(Maharashtra) Oil Mill 
& Oil Mill No. 2 

(i) In term of Cotton Seed for 
a minimum period of 225 
days in a year. 

(ii) Crushing of other oilseeds 
will be performed for a 
maximum of 75 days in a 
year. 

24,000 M.T. 

24,000 M.T. 

8,000 M.T, 
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TABLE l -Contd. 


1 

2 

3 4 

2. At Achalpur 

Cotton Seed • 

10,000 M.T. 

(Maharashtra) Oil Mill 

Other Seeds • 

2,500 M.T. 

3. At Malkapur 

Cotton Seed • 

31,000 M.T. 

(Maharashtra) Oil Mill 

Other Seeds • 

9,000 M.T. 

4. Assam Cotton Charidu- 

Textile Spinning Mill 

• 12,500 Spindles 12,480 Spindles 

war, Distt. Darrang 
(Assam) 

{b) Hindustan Heavy Chemicals Ltd. 

Licensed Capacity 

Installed Capacity 

Caustic Soda Lye • 

• • 7 • 6 M.T. per day 

9-4 M.T. per day 

(100% strength) 

(100% strength) 

Liquid Chlorine 

5 • 0 M.T. per day 

6-0 M.T. per day 

Hydrochloric Acid 

20 0 M.T. per day 

20-0 M.T. per day 

Alum • ... 

• • 15-0 M.T. per day 

15-0 M.T. per day 

Sulphuric Acid 

10-0 M.T. per day 

)0-0 M.T. per day 


Cement Plant in Andhra Pradesh 

2-03 As indicated above, the Company has already established a cement plant in Andhra 
Pradesh at Besant Nagar. Originally the intsalled capacity of that unit was 2-75 lacs tonnes and 
the first unit went into production in January, 1969. It was registered with the Directorate General 
of Technical Development on 26th March, 1969. The Company had taken effective steps for its 
second unit in 1970 and an application for a COB licence was submitted by it on 4th May, 1970, 
when the cement industry was again brought under industrial licensing. The second unit went 
into production on 7th April, 1971. The Company was issued a COB licence for 4-5 lac tonnes 
on 17th May, 1971. The Company has intimated that the estimate of the capital cost on this unit 
was Rs. 868 lacs and that the cost actually incurred (upto 31-3-1972) is Rs. 824 lacs. According to 
the Company the licensed Capacity and Installed Capacity of this Cement Plant are as follows :- 

(a) Licensed Capacity : 

4-50 lacs metric tonnes of Portland Cement. This includes 2-5 lacs tonnes for existing 

plant and 2-00 lacs for expansion plant. 

(b) Installed Capacity : 

1st Phase • • • • 2-75 lacs metric tonnes. 

2nd Phase • • • • 2-75 lacs metric tonnes. 


The de^iils about capacity and output for this unit are given in 

TABLE 4 

Table 4. 

(in tonnes) 

Year 

Licensed 

capacity 

Installed 

capacity 

Rated 

capacity 

Production 


• 



1,65,407 

i970 

• 




1971 



3,87,500 

2,94,835 

1972 






Capital Structure 

2-4 Data about the Company’s capital structure are given below :- 
Authorised 31st March, 1971 


20,000 10 % Cumulative Preference Shares of Rs. 100/- each 


Rs. 20,00,000 
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Rs. 

1,40,000 9-3% Redeemable Cumulative Second Preference Shares of 

Rs. 100/- each. 1,40,00,000 

34,00,000 Ordinary Shares of Rs. 10/-each. 3,40,00,000 

5,00,00,000 


Issued Subscribed and Paid-up 


20,000 

10% Cumulative Preference Shares of Rs. 100/ 
up in cash ...... 

'- each fully paid 

20,00,000 

99,844 

9-3% Redeemable Cumulative Second Preference Shares of 
Rs. 100/- each fully paid up in cash. 

99,84,400 

29,99,522 

Ordinary Shares of Rs. 10/- each fully paid up as under :- 




Bonus Shares 

Cash Value 



Value (Rs.) 

(Rs.) 

21,99,840 

Shares of Rs. 10/- each as Bonus Shares (By 
way of Capitalisation of Reserves) 

2,19,98,400 


4,00,000 

Shares of Rs. 10/- each Rs. 3-75 per share 
received in cash and balance credited as 
Bonus—By way of Capitalisation of Re¬ 
serves ....... 

25,00,000 

15,00,000 

3,99,682 

Shares of Rs. 10/- each against cash • 


39,96,820 

29,99,522 


2,44,98,400 

54,96,820 


Rs. 2,99,95,220 


2 - 0 5 It will be observed from the above that out of a total of 29,99,522 equity shares, 21,99,480 
shares, were issued as bonus shares by capitalising the reserves; another 4,00,000 shares were partly 
paid @Rs. 6-25? per share by utilising the reserves. Thus the total bonus value of Equity Capital 
i s Rs. 2,45 lacs against the total paid up value of Rs. 2,99 lacs. 

Analysis of equity of applicant Company 

2-06 An analysis of the ownership of equity of the applicant Company on the basis of the 


Director of Investigation’s study shows the following situation : 

I. Total number of Equity Shares. 29,99,522 

II. (a) Shares held by Public Financial Institutions, Nationalised Banks 

& Insurance Companies. 7,08,714 

lb) Shares held by members of Birla family and their associates 

(referred to in para 1 ■ 22 above) along with their relatives • • 2,00,186 

(c) Shares held by undertakings assumed to be inter-connected with 

the applicant Company. 5,600 

(d) Shares held by bodies Corporate, trusts and registered societies 

controlled by members of Birla family and their associates • • 11,49,462 

III. Shares controlled by members of Birla family and their associates 

(II (b) + II (c) -b II (d)). 13,55,248 

IV. Percentage of III with reference to I above • • • • • 45-17 

Board of Directors 


2-07. The present Board of Directors of the Company consists of the following: 

(i) Shri B.K. Birla Chairman 

(ii) Shri P.D. Himatsingka 

(iii) Shri R.K. Bhuwalka 

(iv) Shri K.G. Maheshwari 
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(v) Shri H.L. Somatii 

(vi) Shri B.P. Ray 

It is pertinent to mention here that the composition of the Board has been the same since 1969 and 
there has been no change in the Board after the abolition of the managing agency system. 

2'OS. So far as the subsidiaries of the applicant Company are concerend, their Boards of 


Directors were as under:— 


(a) 

Bharat General & Textile Industries Ltd. 



(i) Shri SN. Hada 

(also Senior President of M/s. Kesoram 
Industries. 


(ii) Shri M.L. Bagrodia 

(iii) Shri C.L. Kejriwal 

(also President Finance & Administration of 
M/s. Kesoram Industries.) 


(iv) Shri P.C. Malani 

Managing Director. 

(b) 

Hindustan Heavy Chemicals 



(i) Shri K.K. Khemka 

(ii) Shri K.C. Chatterjee 

(iii) Shri M.L. Bagrodia 

(iv) Shri B.P. Kedia 

Chairman & Managing Director. 

Also President Rayon Transparent Paper 
& Refractories Sections Sections of 

M/s. Kesoram Industries). 


Organisation 

2-09. The Company has stated that its affairs are managed by its Board of Directors. The 
Board is responsible for the over-all management, supervision and control of the company as a whole, 
including all its sections. All important matters including questions of policy are considered and 
decisions taken by the Board. The Borad normally meets once a month for this purpose. 

2-10. While no specific role has been assigned to any individual Director, each Director 
is authorised to operate the overdraft account of the Company. In addition, the Directors are con¬ 
sulted as and when necessary on matters concerning their own specialised knowledge and experience. 

2-11. The company has no Managing Director or wholetime Director. Its affairs are, there¬ 
fore, looked after by various executives reporting to the Board. The head office of the Company 
deals with common matters concerning various sections such as general administration, taxation, 
finance, accounts and company affairs. The head office is also responsible for the control and s iper- 
vision of all sections of the Company and it also makes sure that the decisions of the Board of Directors 
are complied with by various sections. There are threoprincipal officers working in the head office; 
the Senior President, who is responsible for general supervision, control of labour, production and 
sales; President (Finance and Amdinistration) who looks after administration, accounts and Com¬ 
pany’s finances; and Secretary and Vice-President (Finance) to look after taxation, company law and 
other secretarial matters. 

2-12 As mentioned in para 2-01 above, the Company has different seetions or units. Each 
section or unit has a separate establishment and works independently of other sectiions in its day-to- 
day affairs. The affairs of each section are managed and controlled by its President and Vice- 
President with the help of executives and assistants, viz.. Factory Manager, Sales Manager, Purchase 
Officer, Accountants, Store-in-charge etc. According to the Company, the President of a section 
or unit is responsible for general administration, supervision and control of the section subject to the 
supervision, control and direction of the Board of Directors as well as the directions and instructions 
of the Head Office. It has been clarified that no common services are provided by the central 
management to the various sections or units excepting those rendered by the head office. 

Personnel: 

2' 13 In view of the fact that the company has very diverse areas of productive activity in its 
different sections, it was asked to indicate the manner in which its senior personnel are recruited and 



trained. It was stated that different categories of staff were recruited after taking into account their 
technological knowledge and previous experience. It appears that the recruitment system has not 
been formalued. 

2-14 It was also stated that while there was no formalised training programme, ‘on the job 
training’ is arranged as and when required. Qualified technical personnel on recruitment, are given 
training for about one year before they are put on specific jobs. In view of the expected require¬ 
ments for the new cement project in Rajasthan, about twenty persons have been trained during the 
last few years. 

R & D and Quality Control 

2-15 It has been stated on behalf of the company that it does not have any central or sec¬ 
tional R&D organisation of its own. It relies on the Reserach and Development being carried on 
by the Cement Reserach Institute of India to which, like all other cement producers, it contributes 
at the rate of 10 P. per ton production. For other divisions of the company, it similarly relies on the 
respective industry institutions such as ATIRA, BITRA and SITRA. As against this, the Company 
appears to have adopted detailed systems of quality control in its various units, including the unit 
producing cement. The Company has claimed that it is producing cement to strict quality supervision 
conforming to ISI requirements. Its production of cement thus bears the ISI mark. 

Company’s proposal 

2-16 The Company has now proposed the setting up of a new plant for the manufacture and 
sale of Portland cement. The plant will have a capacity of 2100 tonnes per day (7-35 lac tonnes per 
year) and will be located at Neem-ka-Thana (Dist. Sikar in Rajasthan). The manufacturing pro¬ 
gramme has been phased as below: 


Year 

Line of production 

Annual 

Quantity Tonnage 

Turn-over 
(Value (Rs.) 

Percentage value 
of imported 

content of raw 
material 

1st Year • 

2nd year • 

Portland Cement within 12 
months from the date of com¬ 
mencement of production. 

Nil (production will remain 
the same as stated above). 

3,67,500 M.T. 

367-5 lacs (based Nil 

on prevailing 
retention price) 

Nil 

3rd year 

Within 12 months from the date 3,67,500 M.T. 
of commencement of produc¬ 
tion of 2nd phase. 

Total: 7,35,000 Tonnes. 

367-5 lacs 
based on pre¬ 
vailing reten¬ 
tion price). 

Nil 


2-17 The main raw materials required whould be limestone (10-5 lac tonnes) coal (1-75 lac 
tonnes) laterite Bauxite or flue dust (42,000 tonnes) and gypsum (35,000 tonnes). Limestone, the most 
important raw material, will be avilable from quarries which are situated within a radius of five miles 
from the site of the factory. The deposits at the proposed site are reported to be adequate to meet 
the requirements of the plant for a long time to come. Laterite/Bauxite are proposed to be ob¬ 
tained from Katni (Madhya Pradesh), unless some nearer source is located. Gypsum would be 
available from within Rajasthan. Coal, of course, will have to be obtained from a distance, i.e. 
from the coalfields located in Madhya Pradesh. But the railways appear to have indicated that there 
would be no difficulty about the transport of coal to the proposed factory site and also the transport 
of manufactured cement from the proposed site. Machinery and plant required for the factory will 
be indigeneously available and no direct expenditure of foreign exchange would be Involved. (It 
is possible that the manufacturers of machinery themselves may require import of certain parts). 
The process used would be technologically the latest one, i.e., dry process based on Flumboldts pre¬ 
heater suspension system. The total expenditure on the project is estimated at Rs. 1,700 lacs(the origi¬ 
nal estimated was Rs. 1325 lacs). 

2-18 It has been claimed by the company that as it has already established cement production 
successfully in one of its units, it is in an excellent position to develop cement production through 
another unit. The applicant compfiny has claimed that not only has it established its cement plant at 
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Basant Nagar and developed production there in quick time but also that it has been acknowledged 
by the Cement Manufacturers’ Association of India that its performance was specially good. 
Production at the rate of 132 percent of capacity was reached for six months in 1970 and this was the 
highest utilisation of capacity in India upto that time. With this record of performance the Company 
claims that it would be in an excellent position to establish the proposed plant successfully. It has 
all the technical know-how and is in a position to recruit and train appropriate technical personnel 
to man the new plant in an efficient and competent manner. 

2-19 In response to the query as to how far the criteria mentioned in Section 28 of the Act 
would be satisfied if the company’s proposal is approved, the company has stated as under:— 

“(a) We shall be producing Portland Cement, which is very much in short supply in the 
country. 

(i) The Defence works badly need cement and the progress of Steel and Cement 
Industry is considered as the barometer of the industrial development of a country. 
Hence the production of our cement would fully fulfil this criteria. 

(ii) Our process is latest Dry process based on Humboldts Pre-heater Suspension System. 
In this process the coat consumption is much less—say about 18 to 20% as against 
25 to 30% in the case of a Wet Process plant. With this we shall be conserving 
the precious coal reserves in the country. The dry process plants are the most 
efficient and economic plants. As far as the distribution aspect is concerned, this 
is being done by the Cement Controller, Government of India, Ministry of Industrial 
Development & Company Affairs as it is a controlled commodity. The cement 
produced by our plant would be sold at competitive price which very much suits 
the requirements of public sector and private sector organisations including Defence 
of India works. 

(b) The cement produced by this would be marketed mostly in the northern region which is 
a deficit region for cement production. We have at our command the expertise of 
marketing as we are already producing cement at Basantnagar in Andhra Pradesh. At 
present we are marketing very small quantity in the northern region and when our 
Rajasthan project comes up, we shall have a very efficient marketing organisation for the 
whole of northern India. 

(c) We shall be tapping the unutilised resources of men, material and industrial capacity 
in this part of India which is a very backward region. If our plant comes up, the lime¬ 
stone deposits would be utilised fully; so also the other raw materials which are need from 
Rajasthan and M.P. The man power of the local area would also be substantially 
utilised and our plant would meet substantially the requirements of northern India. 

(d) As mentioned above we shall be having expansion of our existing market at Delhi and 
Haryana and shall be opening new markets in Punjab, Jammu & Kashmir, Himachal 
Pradesh and Rajasthan. 

(e) Our project would not be to the deteriment of any one but would be advantageous 
to all. Our exiting capacity is only 4-5 lac tonnes as against a total of about 185 lac 
tonnes per annum capacity in the whole of the country. 

(f) By tapping the unutilized mineral resources, it would only add to the common good of 
the community as a whole. 

(g) It will reduce the disparities in the development or various regions, especially the back¬ 
ward regions. This area is declared as a backward area by the Government of India and 
this region is also a very backward region. Besides this, this is a deficit region so far as 
cement is concerned and our plant would only add in removing the backwardness and 
imbalance between supply and demand of cement in northern region. 

Besides the above the national economy of the country would also be benefited to 
the extent that we shall be paying about Rs. 2-40 crores in Excise Duty and Rs. 3-30 
crores on account of railway freight, over and above a crore of rupees by way of sales 
tax, royalty etc. to the State Government. From these you will find that our proposal 
is conforming to the requirements of Section 28 of the M.R.T.P. Act, 1969 in all respects.” 

2-20 The company, in its letter dated 30th November, 1972, further stated that its proposal 
is in public interest as a project involving a large investment falls in the core investment sector. 



IS 


CHAPTER III 

POSITION OF CEMENT INDUSTRY 


Growth of the Cement Industry 

3-01 Cement is one of the basic industries and is thus of great importance from the point of 
view of the country’s economic development. It provides employment directly to about 60,000 
workers and also helps sustain employment in coal mines, power generation plants, transport and 
iute industries. It might be worth noting that per capital cement consumption in India is only 
25 Kg as compared to 320 kg. in Canada, 325 Kg. in USA, 528 Kg. in Japan, 551 Kg. in France 
and 598 Kg. in West Germany. It would be observed that India’s per capita consumption is only 
4% of the per capita consumption in West Germany. 


3-02 According to the note on ‘Programme of Development for the Cement Industry for the 
Fourth Plan period (1969-70 to 1973-74)’ prepared by the Planning Commission’s Panel on Cement, 
the growth of the Cement Industry has followed an erratic pattern during the last 20 years and, even 
when serious shortages of cement were obtaining, the growth of the Cement Industry did not fit 
into the scheme of planning stipulated in the plans for the industry as a whole. According to the 
Panel the annual cumulative capacity growth during the three Plan periods was as under:— 


1st Plan.. • 92 % 

2nd Plan.13-20% 

3rd Plan • • ' ' ‘ ' ■3-23% 

The growth of the industry during the first two years of ‘plan holiday’ i.e. 1966-68 was somewhat 
tardy with a meagre addition of 1-18 million tonnes to the capacity, representing the lowest rate of 
grovvth less than 5 % per annum. 

3-03 The targets and achievements of the Cement Industry during the Five Year Plans are 
given in the table below:— 

TABLE 5 

(in mllion tonnes) 


1950-51 

Produc- ( - 

tion Target 


First Plan 1955-56 
_-> 


Achieve¬ 

ment 


Second Plan 1960-61 Third Plan 1965-66 1971 

, -^-^ ,— - ^^, Achieve- 

Target Achieve- Target Achieve- ment 
ment ment 


Fourth 
Plan 1973- 
74 

Target 


2.7 4.9 4-7 13-2 7-9 13-2 10-8 14-9 18-0 

;^ces: Statistical Bulletin on Cement Prodution and Despatches 1971 (Ministry of l.D.) p.5. 

The actual output in 1972 was 15-7 million tonnes. The Planning Commission in the Approach 
to the Fifth Plan has projected the output of cement at the end of the Fifth Plan at 26-8 million 

tonnes. 

3 ■ 04 According to the Cement Controller, Ministry of Industrial Development, an idea re¬ 
garding the growth of the industry by way of the capacity and production of cement of the last ten 
years can be had from the figures given below: 


TABLE 6* 


Year 

Installed capacity Production 

(injmillion tonnes) 

% of production 
to capacity 

Rate of Growth 

1 

2 

3 

4 

5 

1962 • 

9-6 

8-7 

94 

. . 

1963 

9-6 

9-2 

94 

5-7 

1964 

10-4 

9-7 

93 

5-4 
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1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 


TABLE 6*—Contd. 


2 

3 

4 

5 

11-0 

10-6 

96 

9-3 

11-7 

11-0 

94 

3-8 

12-3 

11-3 

92 

2-7 

13-9 

11-9 

85 

5-3 

15-3 

13-6 

89 

14-3 

16-8 

13-9 

83 

2*2 

18-3 

14-9 

82 

7-2 

19-7 

15-7 

80 

5-4 


* Source'^: Cement Controller, Ministry of Industrial Development. 


Demand 

3-05 The demand for Cement has been on the increase because of the massive developmental 
programmes undertaken by Government as well as the construction activity in the private sector. 
According to the Chief Ce.ment Officer, Ministry of Industrial Development, the demand and supply 
during the years 1971 to 1975 would be as under:— 


1971 

1972 

1973 

1974 

1975 


TABLE 7 


(in million tonnes) 



Demand 

Exports 

Production 

Deficit (—) 

16-29 

0-30 

15.62 

(—) 0-97 

17-93 

0-50 

17-10 

(-) 1-33 

20-32 

0-60 

17-71 

(-) 3-21 

21-69 

0-70 

18-39 

(—) 4-00 

23-86 

1-00 

19-78 

I 

o 

00 


In so far as the different regions in the country are concerned, the figures of installed capacity and 
demand and supply for the years 1971 to 1975 as estimated by the Cement Officer of the Ministry of 
Industrial Development are given in Annexure V. 


Ltilisation of capacity and factors responsible for low Productivity 

3-06 It would be observed from the table given above in 3-04 that utilisation of capacity 
has been declining—from 96 in 1965 to 80 in 1972. The result is that output has not increased 
in proportion to additional capacity and scarcity conditions prevail. One of the major reasons for 
under-utilisation of capacity appears to be the scarcity of transportation facilities and high freight 
price ratio. It is claimed that at some of the factories, production was throttled because of heavy 
accumulation of clinker stocks owing to the non-availability of wagons. According to the 
Industry, short supply of wagons constitutes a major deterrent in the productivity of the industry. 
37-91 per cent of the shortfall is ascribed to this single factor. Plant breakdown, repair of kilns 
etc. constituted 22-63%. Labour troubles contributed 5-01%, production and marketing troubles 
of new factories accounted for 8-21%. Power, coal. Water and Limestone shortage effected 
7-35 %, miscellaneous factors which are not detailed accounted for 18• 88 %*. 

3-07 During 1972, the industry behaved better than it did in 1971. But for the power 
shortage and a nation-wide strike in August, 1972, the results might have been still better. Despite 
this, the production during 1972 fall short of the target by about two million tonnes. The situation 
in 1973 is alarming. According to a note: “Cement Production & Despatches—movements by 
Railways in April, 1973”, prepared by the Cement Controller, as against an output amounting to 
84-75% of capacity in January to March, 1972, utilisation declined to 76-66% in the corresponding 
period in 1973. The record—77 %in March and 70% in April—continues to be bad. The major 
reasons contributing to this dismal picture are said to be— 

^Statistical Bulletin on Cement Production and despatches for the year 1971 (office of the Cement Controlkr, 
Govt, of India) p. 193. 
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(a) heavy power cuts imposed by the State Electricity Boards in Tamil Nadu (75%), Rajas¬ 
than (50%), Gujarat (50%), Andhra Pradesh (35%) and Haryana; 

(b) labour unrest, and 

(c) coal shortage at some of the units. 

Location and region-wise data on production and consumption 

3-08 Cement production has increased in alt the zones during the last 12 years. The figures 
of output of cement (zonewise) are given in the table below: 

TABLE 8 

(in million martic tonnes) 

Year North Zone East Zone West Zone South Zone 

(J&K, Punjab, (W. Bengal, (M.P., Gujarat, (Andhia Pra- 
Haryana, UP, Assam, Bihar Maharashtra) desh, Madras, 
Rajasthan) Orissa) Mysore, 

Kerala) 


1961 


• 




1-95 

1-79 

1-77 

2-80 

1962 






1-95 

1-88 

1-89 

2-92 

1963 






2-28 

1-91 

2-04 

3-12 

1964 






2-06 

1-97 

2-23 

3-58 

1965 






2-03 

2-05 

2-73 

3-78 

1966 






2-06 

2-02 

3-02 

3-95 

1967 






2-19 

1-97 

3-30 

3-85 

1968 






2-22 

2-25 

3-28 

4-20 

1969 






2-39 

2-41 

3-89 

4.99 

1970 






2-33 

2-43 

3-90 

5-34 

1971 






2-32 

2-34 

4-26 

5-99 

1972 


• 

• 

• 


2-72 

2-49 

4-46 

6-04 


Source: Dte. General of Technical Development, For 1971 and 1972: Cement Controller, Min. of Industrial Devlop' 
ment. 


3-09 Since the cement industry is resource-based, the factories are concentrated at points 
close to the regions where extensive cement-grade limestone and other raw materials are located. 
More cement factories have come up in the Southern and Western regions becuase of these consi¬ 
derations. The demand on the other hand is more pronounced in the Northern and Western regions. 
Statewise production and consumption of cement for the year 1971 is given in the table below: 


TABLE 9 


Zone/State 



Production 
in ’000 tonnes 

Total consum¬ 
ption in ’000 
tonnes 

Surplus(-I-) 
deficit(— ) 

1 



2 

3 


4 

West Zone 







Gujarat .... 



1666 

1370 

(+) 

296 

Maharashtra .... 



465 

1875 

(-) 

1410 

Madhya Pradesh 



2131 

627 

(+) 

1504 

Goa, Daman & Diu • 




72 

(-) 

72 

Dadra & Nagar Haveli 




1 

(-) 

1 

Total West • 

• 


4262 

3945 

(+) 

317 
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table 9—Contd. 


1 

2 

3 

4 


East Zone 





Assam . 

74 

251 

(-) 

177 

Bihar . 

1600 

916 

(+) 

684 

Orissa . 

661 

332 

(+) 

329 

West Bengal. 

.. 

843 

(-) 

843 

Manipur. 

.. 

7 

(-) 

7 

Nagaland. 

.. 

10 

(-) 

10 

N.E.F.A.. 


2 

(-) 

2 

Tripura . 


6 

(-) 

6 

Total East 

2335 

2367 

(-) 

32 

North Zone 





Chandigarh. 


73 

(-) 

73 

Delhi . 


634 

(-) 

634 

Haryana. 

496 

482 

(+) 

14 

Himachal Pradesh ..... 


46 

(-) 

46 

Punjab . 


726 

(-) 

726 

Rajasthan. 

1399 

458 

(+) 

941 

Uttar Pradesh. 

426 

1569 

(-) 

1143 

Jammu & Kashmir. 


119 

(-) 

119 

Total North • 

2321 

4107 

(-) 

1786 

South Zone 





Andhra Pradesh. 

1613 

1145 

(+) 

468 

Tamil Nadu. 

2798 

1392 

(+) 

1406 

Mysore ...... 

1536 

872 

(+) 

664 

Kerala . 

39 

600 

(-) 

561 

Pondicherry ...... 

. • 

22 

(-) 

22 

Andaman & Nicobar .... 


21 

(-) 

21 

Laccadives .. 



(-) 


Total South • 

5986 

4052 

(+) 

1934 

Grand Total ■ 

14904 

14471 

(+) 

433 


Source’. Statistical Bulletin on Clement Production and despatches for the year 1971—Ministry of Industrial Develop 


ment p 33 

These data show that there is an acute scarcity of cement in the Northern Zone while there is a 
surplus in the Southern Zone. 

Capacity Gap 

3-10 The data about actual utilisation of capacity indicate that it would be prudent to assume 
utilisation at the rate of 80% of capacity. The Planning Commission has projected an output ol 
26-8 million tonnes by the end of the Fifth Five Year Plan. Proceeding on the basis of 80 % capacity 
utilisation, we would have to create an additional capacity of about 13 million tonnes with reference 
to the capacity in 1972 to meet that target by the encl of 1978-79. 

3-11 The Cement Controller has supplied the following estimates of demand and capacitv 
for the 5th Plan period;—* 
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TABLE 10 


(in million tonnes) 


Demand 


North 

Zone 

East 

Zone 

West 

Zone 

South 

Zone 

Total 

1973-74 .... 

. 

5-35 

3-41 

4-98 

5-14 

18-8 

1978-79 .... 

. 

8-20 

5-20 

7-60 

7-00 

28-00 

Capacity required by 

1973-74 .... 

• 

3-67 

3-89 

6-18 

7-42 

21-2 

1978-79 .... 

. 

9-60 

6-12 

9-00 

8-28 

33-0 

Gap to be covered by 

5th Plan. 

• 

5-93 

2-23 

2-82 

0-86 

11-80 

Existing capacity as on 15-4-73 

. 

3-43 

3-29 

5-61 

7-43 

19-76 


It IS further stated that additional expected capacity to be covered in the Fifth Plan for which the 
Cement Corporation of India has submitted schemes or has obtained approval from the Government 
of India, comes to 2 ■ 63 million tonnes approximately. Similarly, the State Public Sector is expected 
to produce about three million tonnes. The rest of the 6-40 million tonnes capacity will, therefore, 
have to be created in the Private Sector. 

3-12 It will be seen from Annexure VI that the position about the installed capacity and 
licensed capacity as on 15th April, 1973 was as follows:— 


TABLE 11 

Present Capacity 

• 19-76 million tonnes 

COB Licences 

• • • - 2-58 million tonnes 

Industrial Licences 

- • • - 1-08 million tonnes 

Letter of Intent - 

• • • • 4-39 million tonnes 


Total - - 27-81 million tonnes 


This leaves an overall gap of about Five Million tonnes in terms of capacity. It is also important to 
note that it is not unlikely that a number of Letters of intent* will not fructify. The actual gap that 
may have to be overcome by creating new capacity may, therefore, be larger. 


3-13 Sixteen applications were reported to be pending with the Ministry of Industrial Deve¬ 
lopment for the grant of licences. The information regarding the names of the applicants, the loca¬ 
tion of the plant, the capacity applied for and the reasons of pendency is given in Annexure VIII. 
It would be observed that out of the total capacity of 6-48 million tonnes, applications for 4-42 
million tonnes capacity are from Large Industrial houses. 

Government Policy on Industrial Licences 

3-14 In the recent announcement made by Government on Industrial Licensing Policy 
(February, 1973), the Government has consolidated the list of industries which are open, along with 
other applicants, for participation by the Larger Industrial Houses. It has been explained that in 
the context of the approach to the Fifth Plan, core industries of importance to the national economy 
in the future, industries having direct linkage with such core industries, and industries with a long term 
export potential are all industries of basic, critical and strategic importance for the growth of the 
economy and Larger Houses will be eligible to participate in the establishment of such industries. 
Cement is included as one of the industries satisfying these criteria. 


*For a list of the letters of intent issued, see Annexure VII. 




CHAPTER IV 


EXAMINATION OF THE PROPOSAL 
Importance of the proposed unit 

4-01 It has already been indicated in our earlier discussion that the necessity to create addi¬ 
tional capacity for the production of cement is well recognised. It is also apparent that the Northern 
zone is specially deficit at present in the supply of cement and taking into account the difficulties of 
transporting cement over long distances, creation of new capacity in the Northern zone is of great 
importance. 

4-02 It has also to be noted that the proposal is to set up a cement plant in Rajasthan which 
is one of the industrially backward States of the country and this is an important point in its favour. 
The setting up of the cement plant would utilise the available raw materials in a backward area and 
also create additional employment both directly and indirectly. The State Government of Rajasthan 
has pointed out that District Sikar, where the unit is to be located, is one of the specially backward 
districts of the State and is listed as one of the districts which are to be given special facilities for deve¬ 
lopment. The proposed plant would be the first unit of a large size to be located in that district and 
thus would considerably help creation of employment there. The State Government has been 
so keen on the development of this project that, because of the prolonged delay in the disposal of 
this application, an application was submitted on behalf of the Rajasthan State Industrial and Mineral 
Development Corporation for setting up a cement plant at the same location. On further enquiry, 
however, the State Government has made it clear that this application was made only to meet the con¬ 
tingent situation that the application by M/s. Kesoram Industries may not be approved. The State 
Government are fully in favour of approving the present proposal. It is thus seen that neither the State 
Government nor any of its industrial development agencies are interested in taking up a project at 
this site in the place of M/s. Kesoram Industries. The State Government has stated that it does not 
have the financial and other resources to undertake this project itself. Inquiries made from the 
Cement Corporation of India, a Central Government undertaking, as to whether it is intending 
to set up a cement plant at or around the proposed site have led to the answer that there is no such 
intention at present. The Corporation did have a proposal for setting up a cement plant at Neam- 
ka-Thana so as to supply cement to the deficit areas in the Northern zone. In view of the financial 
and other limitations of the Corporation, the number of plants that it is taking up has been limited 
and there is no intention now to take up a project at Neam-ka-Thana. The representatives of the 
Corporation have indicated that their hands are full with the various projects under construction and 
planned. It should also be noted that no objections have been received by the Commission to the 
proposal of the applicant Company. There is thus adequate evidence to suggest that no other party 
is at the moment interested in and capable of setting up a cement plant at the proposed site. 

Raw Materials 

4 ■ 03 One of the important questions that has to be considered in respect of such a proposal 
is whether the proposal would ensure the best use of materials and industrial capacity. Some doubts 
had been expressed whether the reserves of limestone on the basis of which the proposed plant is to be 
set up are enough to feed a plant of the size that is contemplated. The applicant company has cal¬ 
culated that deposits at the proposed site contain approximately 76-66 million tonnes of limestone of 
which a minimum of 71 -59 million tonnes is of cement grade (67-99 high grade plus 3-60 low grade 
leaving aside 5-0% magnesia rich limestone). The applicant company also expects that more cement 
grade limestone may be discovered at this site. The State Government has stated that while preparing 
the project report, the reserves of the limestone and its grade had been considered and the Government 
came to the conclusion that the limestone deposits were quite good from the point of view of quality 
and quantity. With the annual requirements of the limestone for the plant at about one million 
tonnes per annum, limestone available in the area would be sufficient to feed the plant for a period of 
about 70 years. It is however not quite clear whether the availability of limestone has been decided 
on the basis of a survey made by an independent authority like the Geological Survey of India or the 
Mining Department of the State Government. The Commission assumes that this matter would be 
gone into fully before an industrial licence is finally issued. 

4-04 There is likely to be no difficulty about the other raw materials required which would 
be obtained from nearby sources from Rajasthan and Madhya Pradesh. With the proposed adoption 
of the dry process, the requirements of water would be minimised. It also appears that the require¬ 
ments of railway transport for movement of raw materials and finished products would not create 
any significant difficulty. 
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Size of Plant 

4-05 The applicant company is proposing to put up a plant with a capaity of 2100 tonnes 
per day. It appears that a plant of about 1,000 to 1,200 tonnes per day is becoming to be accepted 
as economical. Many of the new plants which are being put up are based on capacities of l,O0O to 
1,200 tonnes per day. The company’s proposal to set up two kilns of 1,000 tonnes capacity each 
per day may therefore be considered reasonable in terms of efficiency provided, as mentioned earlier, 
the availability of limestone of an appropriate grade is proved. The Company’s proposal to use the 
dry process of production based on Humboldta preheater suspension system has also been com¬ 
mended by technical experts, in that it reduces the requirements of water and also the consumption 
of coal in the process of production. The proposed project may therefore be considered as satisfiing 
the requirements of efficient utilisation of materials. 

Should Kesoram do it 

4.06 The discussion up to this point clearly indicates that the project in question is a commen¬ 
dable one, would make a very useful contribution to the economy of the district of Sikar, that of 
Rajasthan and of the national economy as a whole. From the point of view of the MRTP Act, a 
far more important question is, what would be the advantages and disadvantages of permitting the 
applicant company to undertake this new project? 

4.07 In examining this question two aspects have to be kept in view. The first is that the 
applicant company itself is a company of a large size with its capital assets exceeding Rs. 25 crores 
and therefore registered under Section 20(a) of the MRTP Act. A further relevant point in this 
context is that not only it is a very large company but in itself it is also a conglomerate in that it pro¬ 
duces a variety of products such as cotton yarn and cloth, rayon yarn, various chemicals, transparent 
paper, cast iron pipes and fittings, refractories and cement. It will be seen that most of those items 
^ve technically no relationship whatsoever with each other and there is therefore little advantage 
in terms of technical management, R&D effort or even commercial organisation by having those 
vastly different units managed by one corporate entity. Out of the six productive units of the com¬ 
pany, five are located in West Bengal—one in Calcutta, two in district Hooghly, one in district Burd- 
wan and one in Andhra Pradesh. The new project that is proposed is going to be located in Rajas¬ 
than. It cannot therefore even be said that certain special economies of management arise as a 
result of those diverse units being located in proximity. One question that has therefore to be 
examined is whether any advantage in terms of good management is likely to accrue as a result 
of permitting this conglomerate company to undertake the seting up of one more unit at a new 
location. 

4-08 One can appreciate the fact that diversification of activities that is represented by the 
Company having set up production units with no technological relationship with each other may 
have been undertaken in its historical past for various reasons. The Company was under the mana¬ 
ging agency of M/s Birla Bros. Private Ltd. till the managing agency system was abolished in 1970. 
The managing agents may have found that if certain new activities were to be undertaken, the internal 
resources being generated by an existing profitable concern were the best means of doing so. It 
should also be conceded that from the point of view of the shareholders the diversification undertaken 
by tne Company has been of benefit. Many of the cotton textile units in the country have faced diffi¬ 
culties in the last two decades due to various reasons. It is true that a few textile units which have 
kept themselves technologically efficient and up to date have continued to do well. But quite a large 
number of units in the industry have been in financial difficulties and their shareholders have 
suffered. Textile units which have diversified into other activities have, by not putting all their eggs 
in one basket, been able to withstand the adversities faced by the textile industry and thus have en¬ 
sured contained profits and therefore dividents for their shareholders. One cannot ignore this im¬ 
portant aspect. 

Inadequacies of conglomeration 

4-09 At the same time, a question may be raised as to whether, from the view point of the 
long term development of the various industrial imits, such a conglomeration of diverse activities 
under one management is desirable. As we have already indicated earlier, the data collected by 
us show that the only aspect of modern management practice which seems to have become an inte¬ 
gral part of the management of the applicant company is that regarding quality control. Regarding 
other aspects of management, the approach seems to be traditional and old fashioned. For a com¬ 
pany of such a large size and widespread activities and which has also been in existence for many 
decades now, the whole approach to recruitment, training and development of personnel appears to 
be slipshed and capricious. There appears to be little effort at the systematic recruitment and training 
3—7- M of LJ & CA/ND/79 
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of personnel whether on the technological or the managerial side. The indifferent attitude of the 
Company regarding R&D is an even greater indication of its old-fashioned and traditional management 
approach. All its units appear to be constants with such contribution as is made to the common 
research associations set up in the concerned industry. There appears to be no awareness either 
in the individual units or in the central management that a large sized company of this kind as^ the 
responsibihty to develop R&D, not only in its own interest but also in the interest of the national 
economy. 

4*10 It would not be wrong to any that these inadequacies of the Company’s management 
in vital respects arise at least to some extent from its conglomerate nature. The common top mana¬ 
gement of the Company as a whole appears to be concerned with financial management and manage¬ 
ment of legal affairs, and hardly anything else. There is no set up in the Head Office and there are 
no persons who would be in a position to give any export and capable leadership in terms of deve¬ 
loping management, practices which would serve the development of the units in the long run. 
It may be objected on behalf of the Company that the very success of the Company should belie the 
criticism that it has not developed an appropriate system of management. The data given in Annexure 
IX (regarding Financial Returns) and Annexure IV (regarding output and capacity) indicate that some 
of its units have not been doing particularly well. The rayon unit of course has been doing well, 
like practically all rayon units in the country, because of the boom in the fortunes of the rayon industty. 
It is also true that the Company has been able to attain good results in terms of the utilisation of its 
cement plan at Basantnagar. It cannot however be overlooked that the best results were attained in 
the earlier years of the plant. It would not be unreasonable to point out that such results do not 
necessarily indicate that the long term results of the working of these units would continue to be good. 
The doubts arise exactly for the reasons mentioned earlier, viz.,the casual, almost indifferent, attitude 
regarding systematic management of persoimel and R&D. 

Implications of inter-connection 

4-11 The second aspect that has to be considered in this context is the fact that the applicant 
company is to be assumed as being inter-connected with a number of other companies in what is 
popularly known as the ‘Birla Group’. As already indicated earlier, the Commission has decided 
to discontinue its further investigations into the question of inter-connection between the applicant 
Company and various other so called Birla Companies as a result of the action taken by the applicant 
Company by amending its original application to the extent of agreeing (purely form the purpose of 
disposal of this application) that it may be assumed to be inter-connected with 25 other companies. 
No objections have been received to this statement from any of these companies except from M/s 
ZUARI Agro Chemicals Limited. We can, therefore, for the purpose of the present enquiry proceed 
on the assumption that the applicant Company is inter-connected with 24 other cmpany, many of 
them of a sizeable magnitude and this group of inter-connected companies constitutes a very 
large concentration of economic power in the hands of a small group of persons. The approval of 
the present proposal would further add to the economic power of this group. This factor should be 
taken into account in examining the proposal and making our recommendations. 

4-12 A further point to be noted is that out of these inter-connected companies three, viz.. 
M/s Birla Jute, Century Spinning and Mysore Cement are either engaged in the production cement or 
intend to do so. The annual capacities of these units are as shown below:— 


TABLE 12 


(In Million Tonnes) 



Existing 

Annual 

Capacity 

Proposed 

Annual 

Capacity* 

1 

2 

3 

1. Birla Jute Mfg. Co. 

(i) Satna (MP). 

(ii) Chittorgarh (Raj) .... 

(iii) Patratu (Bihar) .... 

0-58 

. . . . 0-40 

0-35 

2. Kesoram Cements 

(iv) Peddapalli (AP). 

(v) Neem-ka-Thana .... 

0-45 

0-74 
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TABLE 12—Contd. 

1 

2 

3 

3. Century Cements 

(vi) Tilda (MP) (COB Licence) . 

0-60 


4. Mysore Cements 

(vii) Ammasandra. 

fviii) Narasingharh (MP). 

0-40 

• 

• • 

0-40 


2-43 

1-49 


♦Applications under the consideration of Government. 


In terms of the existing capacity in the cement industry in 1973, the share of the interconnected 
companies in the Birla group is about 10-9 per cent. Regarding the future, with the uncertainty that 
exists about how many of the persons to whom letters of Intent have been given would actually esta¬ 
blish various units, it would be difficult to envisage what exactly the share of this group would be if 
its pending proposals are all approved. It can safely be said however that it is unlikely that its share 
will very much exceed the present proportion. 

4*13 One other aspect of the interconnected companies which have cement units is that, like 
the applicant company these also are conglomerates, the only exception to this being M/S Mysore 
Cements. The data collected by us about the organisation and management practices of these units 
show that they also suffer from the same inadequacies which we mentioned earlier about the applicant 
Company (see Annexure X). Even Mysore Cement, though it is a company which is engaged only 
in the production of cement, is not very different in terms of its approach to personnel or R & D. 

Special Inadequacies of the Group 

4‘ 14 We would like to pose these inadequacies in the management of these conglomerate 
companies in the Birla Group, especially these which are engaged in the production of cement, in 
contrast with the organisation and practices of the Associated Cement Companies Ltd. (ACC). The 
information obtained from the ACC about these aspects is given in Annexure XI. It will be seen from 
the information that the ACC has an elaborate and well organised system for recruitment, training 
and development of its technical, supervisory and managerial personnel. It also has a well organised 
R & D set up on which a sizeable expenditure is incurred. The result is that the ACC is a pioneer 
in the technological development relating to cement industry in India and is in a position to help meet 
various problems that arise in the further growth of the industry. In this way it makes a contribution 
not merely to its own further growth and operations, but is in a position to assist the cement industry 
in the country as a whole. From the information available about some other cement units, it appears 
that their organisation, personnel and R & D are of a much more elementary character (see Anne- 
ure XII.) 

4-15. What conclusions one can drew from the above analysis? One can either say that it is 
the conglomerate nature of the Birla companies which are involved in the production of cement 
which leads to the particular inadequacies described above. This hypothesis however is not fully 
supported in view of the information available about Mysore Cements which has specialised in the 
production of cement, but still suffers from the same inadequacies. Such information as we 
have been able to obtain about other cement companies such as Jaipur Udyog and Dalmia Cement, 
which were classified by the Dutta Committee as belonging to the Dalmia Jain group, indicates that 
their approach to personnel management and R & D is also not very different from toat observable 
in the Birla companies. These companies by themselves are not conglomerates though they also 
possibly belong to a business group which has the characteristic of a vast conglomerate. Perhaps 
it would not be unreasonable to conclude from this that it is the conglomerate character of the 
Birla or Dalmia Jain Groups and their traditions of management which make for these particular 
inadequacies. It should also be noted that one of the main points to be observed about the applicant 
company and the inter-connected companies producing cemment is that in most of these companies 
there are no whole time Chairman or Managing Directors. The basic decisions are all taken by the 
Boards of Directors, and senior executives are in day to day charge. There is little attempt at syste¬ 
matic building up of cadres of professional managers. These inadequacies persist in spite of the fact 
that the companies, through effective and shrewd management including diversification, show sus¬ 
tained good financial results. 
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4-16. When we compare this situation with that prevalent in ihe ACC, which has essentially 
a professionally organised management, it suggests another hypothesis, namely, that is the 
approach to the management prevalent in these interconnected companies that is responsible for the 
inadequacies that we find in these companies. The financial success of these companies cannot of 
course be overlooked, and this has certainly benefited their shareholders. But their managements 
have not been organised with a view to making a continuing and long term contribution to technologi¬ 
cal and economic development. There is an emphasis on short term and especially financial manage¬ 
ment, and there appears to be inadequate appreciation of the importance of long term development 
—either in terms of persoimel or in terms of R & D. 

4*17 It was claimed on behalf of the applicant Company when some cf these points were 
raised during the public hearing, that the applicant Company having already entered the cement 
industi 7 , its being permitted to set up an additional cement rmit would facilitate the development of 
a specialised approach to managing these units and thus create the possibility of more sustained effort 
towards developing technology. There is undoubtably some plausibility about this argument. At 
the same time, it cannot be ignored that even Mysore Cement, an inter-coimected but specialised 
company, has not taken the desirable approach in this respect. This is obviously a shortcoming in 
the approach of the top management of this inter-connected group. What should possibly be looked 
for is a method by which the control of the present top management can be diluted and some other 
elements introduced at the top which would bring to bear a more professional and modem approach 
supplementing the present one. 


CHAPTER V 
SCHEME OF FINANCE 

5'01 According to the particulars furnished by the applicant Company in its application the 
total capital outlay on the proposed project was estimated at Rs. 1325 lacs. In view of the fact that 
the said application was submitted as early as October, 1970, the applicant Company was asked to 
revise its total project outlay having regard to the escalation in costs during the intervening period. 
The revised capital outlay on the project has now been shown at Rs. 1700 lacs. The company had 
eulier visualised that the project will commence by 1972-73 and will be completed by 1976-77. In 
view of the fact that the project has been delayed, tht applicant Company has in the revised outlay 
and fund flow envisaged that the project will be completed during the period 1973-74 to 1977-78. 

5-02 The details of the financial outlay for the proposed project are as under :— 

TABLE 13 


(Rs./Lacs) 




1st Phase 

2nd Phase 

Total 

1 

2 

3 

4 

5 

(1) 

LAND 





(a) Cost of Land • .. 

800 


8-00 


(b) Site development expenses .... 

8-50 

4-00 

12-50 

(2) 

BUILDINGS 





(a) Factory buildings, civil engineering foundations, 
constmction work etc. ..... 

101-00 

70-00 

171-00 


(b) Administrative buildings, warehouse, workshop 
transformer house. Dispensary, etc. • 

15-00 

5-50 

20-50 


(c) Housing Colony. 

25-00 

23-00 

48-00 

(3) 

PLANT & MACHINERY . 

721-50 

578-30 

1299-80 
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Table 13—Coatd. 

1 2 3 4 5 


(4) AUXILIARY SERVICES 


(a) 

Railway siding ...... 

70-00 

8-00 

78-00 

(b) 

Water supply arrangement .... 

6-00 

2-00 

8-00 

(c) 

Laboratory, Workshop equipment 

11-00 

2-00 

13-00 

(d) 

Motor lorries, motor cars, jeeps. Ambulance, 
Explosive van ••••••. 

3-CO 

0-55 

3-55 

(e) 

Office equipment & Telephone PBX-50 lines 

6-00 

3-00 

9-00 

(5) PRE-OPERATIONAL & PROVING EXPENSES - 

25-00 

3-65 

28-65 



1000-00 

700-00 

1700-00 


Mdjor incieases in the costs have been in the plant and machinery required for the project 
although the estimates of buildings and other service items have also been marginally revised up¬ 
wards. 

Sources of Funds 

5-03 The Company had earlier furnished the details of sources and application of funds 
on the basis of a total outlay of Rs. 1325 lacs. These details have also been revised in view of the 
escalation in the cost of the project (See annexure XIII). A summary of the original and the revised 
cash flow is given below :— 

TABLE 14 

CASH FLOW STATEMENT 


(Rs./Lacs) 


SOURCES OF FUNDS 

1. Profit for project years. 

2. Deferred payment other than Rajarthan Project . 

3. Deferred payment and/or medium term loans-Rajasthan Project 

4. Working Capital—Rajasthan Project .... 


DISBURSEMENT OF FUNDS 


1. Dividend .. 

2. Repayment of loans. 

3. Fixed Assets (other than Rajasthan Project) 

4. Tax Liability. 

5. Rajasthan Project Assets—Phase-I. 

6. Rajasthan Project Assets—Phase-II ..... 

7. Working Capital (Rajasthan Project—1/4 Phase-I) 

8. Working Capital (Rajasthan Project—Phase-II) . 

9. Repayment of Deferred payment (other than Rajasthan Project) 

10. Repayment of Deferred payment etc. (Rajasthan Project) 


Surplus/Deficit for the year 
Add : Opening Surplus • 


Original 

R wised 

2600 00 

2500 00 

85 00 

95 00 

220 00 

500 00 

144 00 

144 00 

3049 00 

3239 00 

311.45 

273.95 

206.30 

130-45 

170-00 

220.00 

474-00 

433-00 

825.00 

1000.00 

500.00 

700.00 

122.00 

122.00 

122*00 

122-00 

60.00 

76-00 

105-00 

160-00 

2895.75 

3237.40 

153.25 

1-60 

10.00 

30-00 


Closing Surplus 


163-25 


31-60 
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A comparison of the figures in the cash flow statement shows the following;—- 

(a) The estimates of internal generation have been revised downwards by Rs. 100 lacs on 
account of an expected shortfall in profits in the year 1973-74. 

(b) The Company is expected to borrow Rs. 500 lacs instead of Rs. 220 lacs on deferred 
credit for the Rajasthan Project. 

(c) The Company is expected to spend Rs. 50 lacs on a power generator under the head 
“Capital Expenditure other than Rajasthan Project.” 

(d) The amount of repayment of the deferred credit has been revised upAvard in the light 
of the additional borrowing. 

(e) The tax liability has been revised downwards in accordance with the revised figures of 
profitability. 

Analysis of Cash Flow Statement 

5 04 The revised cash flow statement (Annexure XIV) indicates that the company will 
rely mainly on internal generation for financing the proposed project. In addition, it will also borrow 
Rs. 500 lacs on deferred credit basis from the plant suppliers under an IDBI scheme. Alternatively 
they propose to obtain a medium term loan. As the Company is mainly relying on internal generation 
of funds, it is necessary to examine the actual internal generation for the past few years and compare 
it with the estimates for the project period. 

Internal Generation 

5-05 The company has estimated a Gross Internal Generation of Rs. 2500 lacs and Not 
Internal Generation of Rs. 1793-05 lacs during the project period. This is very high as compared to 
the actual internal generation in the last four years as would be evident from the following table:— 


TABLE 15 



Year 





Gross 

Profit 

(before 

depreciation) 

Tax 

Provision 

Dividend Net 

Internal 

Generation 

Actuals 










1968-69 • 






182-04 


81-73 

102-31 

1969-70 • 






146-15 

, , 

41-29 

104-86 

1970-71 • 






82-72 


26-28 

55-44 

1971-72 • 






314-27 


41-28 

272-99 

1972-73 • 






N.A. 

N.A. 

N.A. 

N.A. 

Projections 










1973-74 • 






350 

Nil 

41-29 

308-71 

1974-75 • 






450 

Nil 

41-29 

408-71 

1975-76 • 






450 

256 

48-79 

145-21 

1976-77 • 






550 

87 

56-29 

406-71 

1977-78 • 






700 

90 

86-29 

523-71 







2500 

433 

273-95 

1793-05 


The above table would indicate that the Company has assumed a substantially higher generation 
than what it has been able to achieve in the past. 


Sales Estimates 

5 • 06 The company has given the folloing estimates of its turnover during the project period:_ 

(In Rs. Lacs) 

2950 
3250 


1973- 74 

1974- 75 
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(In Rs. Lacs) 

1975- 76 ........... 3250 

1976- 77 .. 3250 

1977- 78 . 3860 


The turnover of the company during the last 3 years was as follows;— 

1969- 70 . 

1970- 71 . 

1971- 72 . 

1972- 73 ... . 


2171-35 

2086-56 

2700-07 

3119 (subject to 
Audit) 


It is evident from the above data that there has been a gradual increase in the turnover of the 
Company. Having regard to the figure of sales for 1972-73 it can be said that the sales estimates 
of the Company for 1973-74 to 1977-78 are reasonable and capable of being achieved. 


Examination of Estimates of Internal Generation 


5-07 The Com.pany has based its estimate of internal generation on certain assumptions 
regarding Division-wise profitability. The Company was asked to furnish the Division-wise ratios 
of gross profits (after deprcciaticu but before development rebate and taxes) to sales (net of excise 
duty). The data in regard to the Division-wise profitability for the past four years and for the project 
period are given in Annexures IX and XV. A perusal of the Division-wise gross Profit rates indicates 
that the gross profit estimates for the future of the Textile and Cement Divisions of the Company 
are on the high side. The Textile Division of the company has been m.aking losses during the last 
four years; but it has been estimated that in the project period this Division will Yield rates of gross 
profit (after depreciation and with reference to sales) ranging from3% to 3.75%. These estimates 
appear rather optimistic in the light of the poor performance of this Division in the previous years. 
The turn-over of this Division has been assumed at Rs. 1200 lacs in each of the project years. As 
the turnover of this division is quite substantial, even a shortfall of 1 or 2% in the gross profit ratio 
will adversely affect the estimates of internal generation assumed by the Company. Similarly, the 
perusal of the data regarding the Cement Division of the company indicates that gross profit ratios 
ranging from 18-22% to 22-18% have been assumed for the future. No doubt the present cement 
plant in Andhra Pradesh has yielded gross profit ratios of 28-32% and 21-50% in the years 1969-70 
and 1970-71 respectively. But the results of 1971-72 show a significantly downward movement at 
15-35%. Due to the power shortage in Andhra, the figures for 1972-73 are not expected to be any 
better. In view of this trend, it would not be appropriate to assume that the higher ratio achieved 
in 1969-70 or the average ratio of the last three years will be achieved in the future. The position 
would be similar even if the gross profit ratios before depreciation are considered. 


5 - 08. In regard to the Rajasthan Cement project also the company has assumed a gross profit 
rate of 20% in 1977-78 which is also on the high side. Finances of 15 Cement Companises for the 
years 1969-70 and 1970-71 were recently analysed in the Economics Times (dated 15th November, 
1971). The gross profit ratios of the eight prominent units out of the 15 studied for that purpose 
are given in Annexure XVI. According to this analysis, the average gross profit ratio of these 15 
cement companies was 12-65% in 1969-70 and 13-2% in 1970-71, and the main cement company, 
viz. A.C.C., earned a gross profit rate of only 11-2% in 1969-70 and 14-6% in 1970-71. In the 
light of thc.se facts, the estimated gross profit ratios of the Cement Division and of the proposed Raja 
sthan Unit appear to be on the high side. If the profits of these two units are taken on a more realistic 
basis, the internal generation estimates of the Company would have to be revised downward. 

5-09. A perusal of the detailed cash flow for the project period submitted by the Company 
(Annexure XIV) also indicates that the Company has assumed a constant gross profit margin for 
1974-75 and 1975-76 on a constant sales figure of Rs. 3250 lacs. It is quite evident from the prevalent 
trend that the manufacturing costs are going up year after year and, therefore, the profit margins for 
these two years may turn out to be lower than what have been estimated. The Company may not 
find it possible to pass on the increases in costs to the consumer, at least to the full extent. It would 
not therefore be wrong to conclude that the assumptions made by the Company in regard to the profita¬ 
bility from the Textile and Cement Divisions are optimistic and there may be a significant shortfall 
in the total internal generation of the Company as compared to its projections. 
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Gross Profit Ratios for Company—^Past and Project Periods 

5-10. Overall Gross Profit margins of the applicant Company during the previous years and 
in the project period are given in the following table :— 


TABLE 16 


Sales Gross Profit Percentage 

(after De- of Gross 
preciation Profit 
but before to Sales 
interest and 
taxes) 


1966-67 








1935-70 

244-07 

12-6 

1967-68 








1926-53 

179.-74 

9-3 

1968-69 








2107-11 

157-30 

7-4 

1969-70 








2172-35 

130-30 

6-0 

1970-71 








2086-56 

89-60 

4-2 

1971-72 








2700-07 

200-36 

9-3 

1972-73 (Prov) - 








3121-49 

N.A. 

N.A. 

1973-74 

• 







2950-00 

332-00 

11-2 

1974-75 








3250-00 

443-00 

13-6 

1975-76 








3250-00 

441-00 

13-5 

1976-77 








3550-00 

499-00 

14-0 

1977-78 

• 

• 

• 

• 

• 

• 

• 

3860-00 

611-00 

15-8 


A persual of the above table also indicates that though the Company had only earned gross 
profit rates ranging between 4-2% and 12-6% in the past, its estimates for the project period range 
between 11-2% and 15-8%. As discussed in the earlier paragraphs, these high gross profit rates are 
based on high gross profit margins estimated by the Cdmpany, mainly for its Textile and Cement 
Division. 

Company’s Case on Internal Generation 

5 • 11. The Company has pleaded that the working results of the Company were adversely 
affected by special advantageous factors during the last few years and these cannot be taken as re¬ 
presentative of the Company’s profit earning potential. In support of this argument, the Company 
has submitted the following figures of gross profits earned by the Company earlier in the past: 


1963- 64 

1964- 65 

1965- 66 

1966- 67 


257-51 

280-20 

259-20 

288-10 


The average gross profit for these four years works out to Rs. 250 lacs. This period, the Com¬ 
pany suggests, should be taken as normal for basing future estimates. “Unfortunately”, the Com¬ 
pany has stated, “during the last few years, the State of West Bengal had one problem or the other 
thus affecting the working of the industries situated there. As such in the subsequent years the pro¬ 
fitability of the Company was affected either due to labour situation prevailing in the said State and/ 
or power crisis. With a stable Government in the State of West Bengal and the steps which the Govern¬ 
ment of West Bengal are taking to improve the power position and putting up of the generators by the 
Company in Cement units, it can safely be assumed that the Company will be in a position to achieve 
the target profit figures in the coming years”. 

5-12. While there is some validity in the points mentioned by the applicant Company, one 
cannot agree with it and assume that the profitability attained by it in a period six to ten years back 
would be the approrpriate norm to be adopted for the next five years. The country’s economy has 
undergone considerable change, so also the situation of different industries, especially that of textiles. 
More-over, it would be hazardous to make any definite assumptions regarding the economic situation 
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in West Bengal in the next few years. While one should always hope that things would improve 
si^ificantly, present trends do not indicate that it would be realistic to make very optimistic assumptions. 
Dif&culties regarding power are likely to affect both West Bengal and Andhra Pradesh for some time 
to come. In view of these circumstances, it would not be wrong to state that the assumptions made 
by the Company are not likely to materialise in reality and that the estimates of profitability and 
therefore of internal generation will have to be significantly revised downward. 

Retam on Capital Employed 

5-13. The data regarding return on capital employed earned by the company during the last 
five years as also the estimated return on capital employed during the project period are tabulated 
below :— 


TABLE 37 


Year Average Gross Profit Percentage 

capital (after Depn. return on 

employed but before Capital 

interest and employed 
taxes) 

1966- 67 . 244-07 

1967- 68 1607-27 179-74 IM 

1968- 69 1734-43 157-30 9-0 

1969- 70 1963-74 130-30 5-6 

1970- 71 2134-21 89-60 4-2 

1971- 72 2175-13 200-36 9-1 

1972- 73 2236-73 N.A. N.A. 

1973- 74 2453-94 332-00 13-5 

1974- 75 2751-53 443-00 16-1 

1975- 76 3156-03 441-00 13-9 

1976- 77 3487-59 499-00 14-3 

1977- 78 3735-41 611-00 16-3 


The above data also indicate that the Company had earned a return ranging between 4 -1 % 
and 11.1% on the average capital employed. However, as the Company has assumed substantially 
high gross-profit margins during the project period, it now expects to earn a yield on capital employ^ 
ranging between 13.9% and 16.3%. The figures for the project period in regard to the return on capital 
employed are thus much higher as compared to the actual achievement of the Company in the past. 
The reasons for this are quite obvious.—the high gross-profit margins assumed by the company. In 
case the gross-profit margins of the Company are scaled down to more realistic levels, the return on 
capital employed would also have to be revised downwards. 

Opinions, of L.I.C. and U.T.I. regarding Company’s Generation Estimates 

5-14. The Commission had called for the comments of the Life Insurance Corporation of 
India (LIC) and the Unit Trust of India (UTI), both of which are also important shareholders in 
the Company, on the proposed scheme of finance (the original scheme). They are also of the opinion 
that the Company has assumed very high internal generation in the proposed scheme. The relevant 
extracts from their replies are reproduced below :— 

(a) Opinion of the LIC 

-“On a reference to the financial performance of Kesoram Industries & Cotton Mills Ltd 

for the past 8 years we however find that the trading profits of the Company have themselves never 
exceeded Rs. 2-75 crores in any year and in the latest year it was under Rs. 1.50 crores. On the other 
hand the Company has shown the figures of trading profits for the years 1971-72, 1972-73, 1973-74 
and 1974-75 at Rs. 4 crores, Rs. 4 1/2 crores, Rs. 5 crores and Rs. 6 1/2 crores respectively.’ 
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Another way of looking at the matter would be to compare the figure of internal accurals re¬ 
quired for financing the project with the sum of depreciation and ‘net’ transfer to reserves. In the 
case of this company this figure has hardly exceeded Rs. 1.50 crores per annuam during the past 
8 years as against the much larger disbursements required for the project. 

The estimate of internal accrual available for financing the company’s new cement plant at 
Patan in Rajasthan therefore appears to be highly optimistic.” 

(b) Opinion of the UTI 

.“We have to advise that on the basis of information available with us and that supplied 

by M/s Kesoram Industries & Cotton Mills Ltd., with their present application it appears that the 
company’s estimates of plough back of profits which will go to finance the new cement unit in Rajas¬ 
than are on the high side. The company will have, therefore, to lean heavily on other sources—issue 
of capital or borrowings—to finance this unit”. 

It may be noted that these views of the two Institutions pertained to the original scheme when 
the finance required was only Rs. 1325 lacs. They would bt even more categorically applicable 
to the Revised Scheme. 

Deferred Credit 

5.15. Apart from internal generation, the Company has estimated that it would raise Rs. 500 
lac by way of ddierred credit for the proposed project. This is quite a substantial amount. The 
applicant Company was asked to indicate whether it would be willing to go in for term loans for 
financing its needs. In this regard it has stated that its stand is not rigid and that it may go in for 
medium term loans through its bankers or deferred credit, whichever is necessary and feasible. During 
the course of the Public hearing, the of Company’s representatives also indicated that in case there is 
any shortfall in the internal generation estimates, the Company can obtain upto Rs. 850 lacs (50% 
of the cost of Project at Rajasthan) from such sources. According to the Company’s representatives, 
it favours deferred credit as it expects to payoff the loan in a shorter period; and this mode of credit 
does not involve commitment charges as happens in the case of medium term loans. 

Conclusions 

5.16. We may, therefore, conclude that the Scheme of Finance submitted by the Company is 
based on unrealistic assumptions and it is unlikely that the internal generation of funds will be of the 
magnitude expected by the Company. We also do not think that it would be appropriate on the 
Company’s part to use short term sources of finance for what essentially are long term requirements. 
The Company had originally proposed an issue of debentures to the extent of Rs. 75 lacs. This pro¬ 
posal, however, no longer finds a place in the revised scheme of finance. We wonder whether this 
change as well as the somewhat optimistic assumptions, made regarding internal generation of funds 
do not have the effect of blocking the possibility of having to resort to loans from public financial 
institutions which may involve convertibility of these loans into equity. We shall revert to this aspect 
of the problem in our conclusions. 


CHAPTER VI 

CONCLUSIONS AND RECOMMENDATIONS 

6.01. Our examination of various aspects of the application suggests that the proposal to 
set up a new cement plant at Neem-ka-Thana in the District of Sikar in Rajasthan is in itself a com¬ 
mendable one. The additional capacity is necessary to satisfy the growing demand for cement in the 
national economy, and the location of the plant in the Northern zone will be specially useful in view 
of the large deficit from which this zone suffers. Moreover, the proposed location is in a backward 
district and through utilisation of locally available raw materials and by providing additional employ 
ment to the population in an under-developed area, it will significantly help not only economic growth 
but reduction in regional economic disparities. The proposed technical process appears to be an 
appropriate one and also economical. The size of the plant is also likely to give appropriate eco¬ 
nomies of scale provided raw materials of the required quality are found to be available in the requir¬ 
ed quantities. We assume that this last aspect will be given due consideration by the Industrial Licens¬ 
ing authorities before the necessary industrial licence is finally granted. 
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6.02. The main doubts regarding approval of the proposal in its present form arise on other 
grounds. As indicated eariler the applicant Company is in the nature of a conglomerate and, in spite 
of its financial success, shows in its organisation and management certain inadequacies especially 
in respect of personnel management and the development of R & D. To the extent that these inade¬ 
quacies may be considered as arising because of the conglomerate character of the Company, an 
appropriate remedy would have been to suggest that its existing as well as the proposed cement units 
should be managed by a separate and newly organised company in which the applicant Company 
may hold a certain proportion of equity. This would have made it possible for the management to 
focus its attention specially on problems affecting cement technologv and might have been expected 
to make up to some extent the inadequacies which we have mentioned. It would also reduce the con¬ 
centration of economic power represented by the Company which would be enhanced with the pro¬ 
posed expansion. 

6.03. This alternative, however, does not appear to be a practicable one in the present con¬ 
text. Firstly, as the representatives of the Company pointed out at the Public Hearing, the separa¬ 
tion of the cement unit at Basant Nagar from the existing company is likely to give rise to many com¬ 
plex problems, especially those arising because of tax considerations, which may make the proposal 
difficult to implement. If only the proposed new cement plant is to be managed by a new Company 
in which the applicant Company would hold a certain proportion of equity, the advantages that the 
new plant may be expected to obtain because of the experience that the applicant Company has already 
obtained in the setting up and operation of a cement plant may not be available to it to the fullest possi¬ 
ble extent. It does not, therefore, seem practicable at this stage to think of this alternative. At a 
suitable stage, it may, however, be useful to think of bringing together under a common specialised 
management the cement unit of the various interconnected companies of the Birla Group. 

6.04. As we have explained in Chapter IV, our examination of data regarding not only the 
applicant Company but also of the other interconnected companies producing cement, and a com¬ 
parison between these and the ACC has shown that the inadequacies which we have mentioned appear 
to arise in these interconnected companies and probably the approach of their top management has 
much to do with it. None of these companies have adopted the kind of approach to personnel manage¬ 
ment—systematic recruitment training and development—and the development of R & D that we 
find prevalent in the ACC. This is likely to be due to the approach of the top management of these 
companies. Their record in terms of financial management has certainlv been very good, but it has 
not been combined with modern approaches to personnel management and R & D. These letter 
are of special importance not only to Large Enterprises but to the concerned industries as well as the 
national economy. It may, therefore, be appropriate to introduce in the control of the applicant 
Company an outside element which mav ensure that the modern professional management approach 
is introduced at its controlling levels. A condition to this effect would obviously be appropriate in 
the context of the consideration laid down under Section 20(c) and (d). 

6.05. Out examination of the Scheme of Finance presented by the applicant Company has 
shown that the Company’s expectation regarding internal generation of funds to meet the large bulk 
of the capital requirements for the new project is based on unrealistic and over-optimistic assumptions 
regarding future profit margins. Even then the Company expects that it will have to use medium term 
credit in one form or another to the extent of Rs. 500 lakhs in order to make up the deficiencies in its 
requirements of finance. We do not quite appreciate the use of medium term credits for what are 
essentially long term requirements for a capital project. In view of these conclusions of ours, it is 
our view that the scheme of Finance as presented by the applicant Company will have to be signifi¬ 
cantly modified. If the estimates of internal generation of funds are appropriately and realistically 
revised downward, there would be a significant gap between the availability of internal finance and 
financial requirements for the project. It would only be appropriate to insist that at least certain 
part of this gap should be filled by the issue of new equity. We recommend that the new equity should 
be at least for Rs. 100 lakhs, i.e. 10,00,000 ordinary shares and that this should be issued in the first 
instance to financial institutions desi^ated by the Central Government. Only such part of the issue 
as will not be subscribed by these institutions may be thrown open to the general public. In any case 
at the time of first subscription, the interconnected companies (as mentioned in the amended appli¬ 
cation) their directors and relatives should not subscribe to this issue. We consider this necessary 
because only public financial institutions can provide an adequate countervailing force. It is also 
much more likely that these institutions would be in a position to ensure the introduction of a pro¬ 
fessional element in the top management of the company which would provide the necessary com¬ 
plement to strengthen the existing management where it shows certain inadequacies. It would of 
course be necessary that the company’s Articles of Association should be modified to provide for pro¬ 
portional representation on the Board. 



6.06. A possible alternative to this approach would be that the Scheme of Finance should be 
so modified as to provide for loans to the extent of Rs. 200 lakhs from public financial institutions 
designated by the Central Govt. These loans would be subject to the convertibility clause as usually 
prescribed by these institutions. We assume that with such a provision the institutions and the Govt, 
will be able to bring about such charge in the equity structure and the controlling board as they con¬ 
sider necessary in the interest of the Company as well as that of the national economy. 

6.07. Our recommendations therefore are as follows:— 

The proposal of M/S. Kesoram Industries and Cotton Mills Limited for setting up a cement 
plant of a capacity of 7.35 l^hs tons at Neem-ka-Thana in the district of Sikar, Rajasthan, should be 
approved subject to the following conditions: 

1. The Scheme of Finance as presented by the Company is revised and the estimates of inter¬ 
nal generation of funds are realistically revised downward. 

2. Within one year from the date of approval, the Company will issue fresh capital to the 
extent of Rs. 100 lakhs (10 lakhs ordinary shares of Rs. 10 each) and these shares will be 
offered in priority to public financial institutions designated by the Central Government 
on terms mutually agreed upon between the institutions and the Company. 

3. Only such of the additional issue of equity as would not be subscribed to by the designated 
fimmcial institutions would be thrown open for public subscription. 

4. None of the interconnected companies, their directors and relatives of the directors will 
subscribe to the new issue. 

5. Alternatively, the Scheme of Finance may be so modified as to provide for long term loans 
to the extent of Rs. 200 lakhs being obtained from public financial institutions designated 
by the Central Government. These loans should be subject to the appropriate converti¬ 
bility clause. 

6. In either case, the Articles of Association of the Company should be amended so as to 
provide for proportional representation on the Board of Directors. 


(Sd.) D. SUBRAMANIAN 
(Sd.) H.K. PARANJAPE 

Bombay, 

15th June, 1973 
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Annexure I 

List of inter-connected undertakings controlled by the ‘group' 
fo- Name of the Undertaking 

t. M/s. Adifya Investment (P) Ltd. 

2. M/s. Asian Distributors Ltd. 

3. M/s. Bally Jute Co. Ltd. 

4. M/s. Baroda Investment Co. Ltd. 

5. M/s. Bharat Produce Co. Ltd. 

6. M/s. Birla Bombay (P) Ltd- 

7. M/s. Birla Bros. tP) Ltd. 

8. M/s. Birla Gwalior (P) Ltd. 

9. M/s. Birla Consultants (P) Ltd. 

10. M/s. Birla Cotton Spg. & Wvg. Mills Ltd. 

11. M/s. Bengal Rubber Co. Ltd. 

12. M/s. Central India General Agents Ltd. 

13. M/s. Central India Industries Ltd. 

14. M/s. East India Investment Co. (P) Ltd. 

15. M/s. Eastern India Services & Marketing Co. Ltd. 

16. M/s. Godavari Corporation Ltd. 

17. M/s. Gwalior Webbing Co. Ltd. 

18. M/s. Gwalior Finance Corporation Ltd. 

19. M/s. Hindustan Discounting Co. Ltd. 

20. M/s. Indore Exporting & Importing'Co. Ltd. 

21. M/s. Jaipur Finance & Dairy Products (P) Ltd. 

22. M/s. Janeswa Investment Ltd. 

23. M/s. Jayant Investment Corporation (P) Ltd. 

24. M/s. Jayshree Traders (P) Ltd. 

25. M/s. Kamal Trading Company Ltd. 

26. M/s. Maharashtra Conunodity Trading Company Private Limited. 

27. M/s. National Engineering Industries Ltd. 

28. M/s. Pilani Investment Corporation Ltd. 

29. M/s. Punjab Ginning & Pressing Co. Ltd. 

30. M/s. Punjab Produce & Trading Co. Ltd. 

31. M/s. Rajasthan Industries Ltd. 

32. M/s. Shekhawati General Traders Ltd. 

33. M/s. Shree Services and Trading Co. Ltd. 

34. M/s. Sutlej Cotton Mills Ltd. 

35. M/s. Sutlej Cotton Mills Supply Agency Ltd. 

36. M/s. Sugar Agents (P) Ltd. 

37. M/s. Universal Trading Co. Ltd. 

38. M/s. Zenith Distributors & Agents Ltd. 


4-7 M of LJ & CA/ND/79 
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Annexure II 

List of 72 inter-connected undertakings controlled by the ‘group' 

S.No. Name of the undertaking 

1. M/s. Jiyajee Rao Cotton Mills. 

2. M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. 

3. M/s. Kesoram Industries & Cotton Mills. 

4. M/s. Birla Jute Manufacturing Co. 

5. M/s. Orient Paper Mills. 

6. M/s. Century Spinning & Mfg. Co. 

7. M/s. Hindustan Aluminium Corporation. 

8. M/s. Mysore Cements Ltd. 

9. M/s. Zuari Agro Chemicals. 

10. M/s. Hindustan Motors Ltd. 

11. M/s. Aditya Investment (P) Ltd. 

12. M/s. Asian Distributors Ltd. 

13. M/s. Bally Jute Co. Ltd. 

14. M/s. Baroda Investment Co. Ltd. 

15. M/s. Bharat Produce Co. Ltd. 

16. M/s. Birla Bombay (P) Ltd. 

17. M/s. Birla Bros. (P) Ltd. 

18. M/s. Birla Gwalior (P) Ltd. 

19. M/s. Birla Consultants (P) Ltd. 

20. M/s. Birla Cotton Spg. & Wvg. Mills Ltd. 

21. M/s. Bengal Rubber Co. Ltd. 

22. M/s. Central India General Agents Ltd. 

23. M/s. Central India Industries Ltd. 

24. M/s. East India Investment Co. (P) Ltd. 

25. M/s. Eastern India Services & Marketing Co. Ltd. 

26. M/s. Godavari Corporation Ltd. 

27. M/s. Gwalior Webbing Co. Ltd. 

28. M/s. Gwalior Finance Corporation Ltd. 

29. M/s. Hindustan Discounting Co. Ltd. 

30. M/s. Indore Exporting & Importing Co. Ltd. 

31. M/s. Jaipur Finance & Dairy Products (P) Ltd. 

32. M/s. Jansewa & Investment Ltd. 

33. M/s. Jayant Investment Corporation (P) Ltd. 

34. M/s. Jayshree Traders (P) Ltd. 

35. M/s. Kamal Trading Company Ltd. 

36. M/s. Maharashtra Commodity Trading Company Pvt. Ltd. 

37. M/s. National Engineering Industries Ltd. 

38. M/s. Pilani Investment Corporation Ltd. 

39. M/s. Punjab Ginning & Pressing Co. Ltd. 

40. M/s. Punjab Produce & Trading Ltd. 

41. M/s. Rajasthan Industries Ltd. 

42. M/s. Shekhawati General Traders Ltd. 

43. M/s. Shree Services and Trading Co. Ltd. 

44. M/s. Sutlej Cotton Mills Ltd. 

45. M/s. Sutlej Cotton Mills Supply Agency Ltd. 
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46. M/s. Sugar Agents (P) Ltd. 

47. M/s. Universal Trading Co. Ltd. 

48. M/s. Zenith Distributors & Agents Ltd. 

49. M/s. Atlas Iron and Alloys Ltd. 

(Subsidiary: M/s. Pilani Investment Corpn. Ltd ) 

50. M/s. Express Dairy Co. Ltd. 

(Subsidiary: M/s. Gwalior Webbing Co. Ltd.) 

51. M/s. Gwalior Commercial Co. Ltd. 

(Subsidiary: M/s. Indore Exporting & Importing Co. Ltd.) 

52. M/s. Industrial Trust L'd. 

(Subsidiary: M/s. Indore Exporting & Importing Co. Ltd.) 

53. M/s. Nilgiri Plantations Ltd. 

(Subsidiary: M/s. Jayant Investment Corpn. IP) Ltd.) 

54. M/s. Produce & Share Brokers Ltd. 

(Subsidiary: M/s. Rajasthan Industries Ltd.). 

55. M/s. Ratnakar Shipping Co. 

(Subsidiary: M/s. Sutlej Cotton Mills Ltd.) 

56. M/s. Ujjain Gen. Trading Society Ltd. 

(Subsidiary: M/s. Central India General Agents Ltd.) 

57. M/s. Universal Bearing Co. (Jaipur) Ltd. 

(Subsidiary: M/s. National Engg. Industries Ltd.). 

58. M/s. Bharat General & Textile Industries Ltd. 

(Subsidiary: M/s. Kesoram Industries & Cotton Mills Ltd.). 

59. M/s. Hindustan Heavy Chemicals Ltd. 

(Subsidiary: M/s. Kesoram Industries & Cotton Mills Ltd.). 

60. M/s. India Linoleums, Limited. 

(Subsidiary: M/s. Birla Jute Mfg. Co. Ltd. 

61. M/s. Assam Jute Supply Co. Ltd. 

(Subsidiary: M/s. Birla Jute Mfg. Co. Ltd.) 

62. M/s. Bharat Overseas Corporation. 

(Subsidiary: M/s. Birla Jute Mfg. Co. Ltd.). 

63. M/s. Hindustan Motor Corporation Ltd. 

(Subsidiary: M/s. Hindustan Motors Ltd.) 

64. M/s. Utoco Limited, Calcutta. 

(Subsidiary: M/s. Hindustan Motors Ltd.). 

65. M/s. Salt and Allied Industries Ltd. 

(Subsidiary: M/s. Jiyajeerao Cotton Mills Ltd.) 

66. M/s. Birla AG-Eng. 

(Subsidiary: M/s. Jiyajeerao Cotton Mills Ltd.). 

67. M/s. Orient General Industries Ltd. 

(Subsidiary: M/s. Orient Paper Mills Ltd.). 

68. M/s. Air Conditioning Corporation Ltd. 

(Subsidiary: M/s. Orient Paper Mills Ltd.) 

69. M/s. Motolite Limited. 

(Subsidiary: M/s. Orient Paper Mills Ltd.) 

70. M/s. Kerala Spinners Limited. 

(Subsidiary: M/s. Gwalior Rayon Silk & Mfg. Wvg. Co. Ltd. 

71. M/s. Minerals and Minerals Ltd. 

(Subsidiary: M/s. Hindustan Aluminium Corporation Ltd.). 

72. M/s. Renusagar Power Company Limited. 

(Subsidiary: M/s. Hindustan Aluminium Corporation Ltd.). 
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Annexure IV 


Licensed Capacity, Installed Capacity and Production of different units (Sections of 
Mjs. Kesoram Industries and Cotton Mills Ltd. 


Section/Unit 

Year 

Installed 

capacity 

Licensed 

capacity 

Rated 

capacity 

Production 

%age 
utilisation 
of Rated 
capacity 

1 

2 

3 

4 

5 

6 

7 

1. Textile 

(a) Cloth (in metres) 

1968-69 




7,20,38,665 


1969-70 




6,93,43,226 



1970-71 




6,26,15,369 



1971-72 




6,90,16,791 



1972-73 




6,43,47,245 


(b) Yam (in Kgs.) 

1968-69 




81,51,059 


1969-70 




73,80,548 



1970- 71 




64,27,102 



1971-72 




67,33,472 



1972-73 




67,63,682 


2. Rayon 

(a) Viscose Filament (Ra- 

1968-69 

4,635 

10 tons 


4,591 

99.05 

yon Yam) (in M.T.) 

1969-70 

4,635 

(per day) 


4,216 

90-96 

1970-71 

4,635 



2,928 

63-17 


1971-72 

4,635 


• • 

3,472 

74-90 

(b) Sulphuric Acid (in M.T.) 1968-69 

16,500 

16,500 


11,228 

68-04 


1969-70 

. . 

(per year) 


8,695 

52-62 


1970-71 



6,476 

39-24 


1971-72 

•• 

•• 


8,617 

52-22 

(c) Carbon disulphide 

1968-69 

2,781 

6 tons 


2,051 

73-75 

(in M.T.) 

1969-70 


(per day) 


1,911 

68-71 


1970-71 

, , 

, , 


1,464 

52-64 


1971-72 




1,774 

63-79 

3. Transparent Paper 

Cellophane Paper (in M.T.) 

1968-69 

2,286 

150 tons 


3,066 

134.12 

1969-70 


(per month) 

2,481 

108-53 


1970-71 




2,133 

93-30 


1971-72 




2,247 

98-29 

4. Cement (in M.T.) 

1969 

2,00,000 


2,00,000 

1,65,407 

82-70% 

1970 

2,00,000 

, , 

2,00,000 

2,47,120 

123.56% 


1971 

5,50,000 

4,50,000 

3,87,500 

2,94,835 

76-08% 


1972 

5,50,000 

4,50,000 

4,50,000 

3,64,180 

80-92%* 

5. Spun Pipes & Foundries (in 

1969-70 

30,000 

30,000 


18,960 

63.20 

tons). 

1970-71 

30,000 

30,000 


23,966 

79-88 

1971-72 

30,000 

30,000 


24,238 

80-79 


1972-73 

30,000 

30,000 


28,297 

94-32 

6. Refractories (in M.T.) • 

1968-69 

24,600 

36,000 


13,200 

53-65 

1969-70 

24,600 

36,000 


15,000 

60-97 


1970-71 

24,600 

36,000 


18,240 

74-14 


1971-72 

24,600 

36,000 


17,900 

72.76 


1972-73 

24,600 

36,000 


17,300 

70-32 


•Calculated at rated capacity by the Company. Percentages with reference to installed capacity for these years are 
53.60 and 66.21 respectively. 














41 


ANNEXltRB V 

Estimated Capacity, Demand and Supply of Cement 1971-72 

(In Lac/Tonnes) 


Region 



1971 


1972 

1973 

1974 

1975 

NORTHERN REGION 

1. Installed Capacity 

• 

• 

26-04 


34-37 

34-37 

34.37 

34-37 

2. Expansion 

• 

• 

8-33 


.. 



11-00 

3. Anticipated Production 

• 


24-44 


30-93 

30-93 

30-93 

36-43 

4. Demand • 

• 

• 

46-00 


50-60 

55-66 

61-22 

67-34 

5. Surplus/Deficit 

• 

• 

(—) 21-56 

(- 

-)19-67 

(—) 24-27 (—) 30-29 

(—)30-29 

EASTERN REGION 

1. Installed Capacity 

• 

• 

29-91 


32-94 

32-94 

35-94 

40-94 

2. Expansion 

• 

• 

3-03 


.. 

3-00 

5-00 

8.00 

3. Anticipated Production 

• 

• 

27-92 


29-65 

31-15 

34-85 

40-85 

4. Demand • 

• 

• 

33-40 


36-74 

40-41 

44-45 

48-89 

5. Surplus/Deficit 

• 

• 

(-) 5-48 

(- 

-) 7-09 

(-) 9-26 

(~) 9-60 

(—)8-04 

WESTERN REGION 

1. Installed capacity 


• 

52-44 


57-97 

57-97 

63-97 

63-97 

2. Expansion 


• 

5-53 


.. 

6-00 

• • 

4-80 

3. Anticipated Production 


• 

48-20 


52-17 

55-17 

57-57 

59-97 

4. Demand 


• 

42-12 


46-33 

50-96 

56-05 

61-65 

5. Surplus/Deficit 


• 

(+) 6-08 

(+) 5-84 

(+) 4-21 

(+) 1-52 

(-) 1-68 

SOUTHERN REGION 

1. Installed Capacity 

• 


60-69 


63-63 

65-63 

67-28 

67-28 

2. Expansion 

• 


2-94 


2-00 

1-65 



3. Anticipated Production 

■ 


55-62 


58-27 

59-89 

60-55 

60-55 

4. Demand ■ 

• 


41-46 


45-60 

50-16 

55-17 

60-68 

5. Surplus/Deficit 

GRAND TOTAL OF ALL REGIONS 


(-f)14-16 

(+)12-67 

(+) 9-73 

(+) 5-38 

(-) 0-13 

1. Installed Capacity 



169-08 


188-91 

190-91 

201-56 

206-56 

2. Expansion 



19-83 


2-00 

10-65 

5-00 

23-80 

3. Anticipated Production 



156-18 


171-02 

177-14 

183-90 

197-80 

4. Anticipated Demand 



162-98 


179-27 

203-19 

216-89 

238-56 

5. Exports 



3-00 


5-00 

6-00 

7-00 

10-00 

6. Surplus/Deficit 

• 


(—) 9-80 

(- 

-)I3-25 

(—)32-05 

(—)39-39 

(—)50-76 
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Annexure VI 


Cement Industry 

Position about the Installed Capacity and Licensed Capacity as on \5lh April 1973 


(in Million Tonnes) 

Sl.No. Zones 

Installed 

capacity 

Licences 

issued 

C.O.B. 

Licences 

issued 

Letters of 
intent issued 

Total 

1 2 

3 

4 

5 

6 

7 

I. NORTH ZONE 

(J & K, Pub., Hdryana, U.P. 

H.P., Rajasthan). 


0-37(U.P.) 

0-25(Raj) 

0-60(Raj.) 

0-40(H.P.) 

0-30 (J&K) 

1-06(U.P.) 

0-50(Raj.) 



3-43 

0-37 

0-85 

2-26 

6-91 

EAST ZONE 

(W.B., Assam, Bihar Orissa) 


0 • 20( Assam) 

0-60(W.B.) 

0 • 20(Megha- 
laya) 
0-33(Bihar) 

0-70(Bihar) 

0-20(W.B.) 



3-29 

0-20 

M3 

0-90 

5-52 

WEST ZONE 

(M.P., Gujarat, Maharashtra) 



0-60(M.P.) 

0-58(M.P.) 

0-20(Gujarat) 



5-61 


0-60 

0-78 

6-99 

SOUTH ZONE 
(A.P., Tamilnadu, Kerala) 


0.21(T.N.) 

0-30(T.N.) 


0-15(A.P.) 

0-30(Mysore) 



7-43 

0-51 


0-45 

8-39 

Grand Total 

19-76 

1-08 

2-58 

4-39 

27-81 

Source: Ministry of Industrial Development. 


Annexure VII 


Cement Industry 

List of Letters of Intent Issued 


S.No. Name of the Party 

Location 

Capacity New/SE 
(Tonnes) 

1 2 

3 

4 5 

1. Cement Corporation of India Ltd., 
New Delhi. 

Rajban (H.P.) 

200,000 New Portland 

2. Do.. 

Mandhar (M.P.) 

180,000 S.E. Slag 

3. J&K Minerals Ltd., Srinagar 

Basholi (J. & K.) 

200,000 New Portland 

4. The Palamau Cement Co., Calcutta • 

Bhawanathpur (Bihar) 

250,000 Do. 
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Annexure VII— contd. 


1 2 

3 

4 

5 

5. Kalyanapur Lime & Cement Works 

Bhawanathpur (Bihar) 

250,000 

New Portland 

Edward House, Arrah. 




6. Panyam Cement & Mineral Industries 

Sullurpet Taluk 

45,000 

New White 

Ltd., Cement Nagar (.Kurnool Distt.) 

(Nellore A.P.) 



7. Hosdurga Cement & Chemicals Ltd., 

Mallapur Taluk 

200,000 

New Portland 

Bangalore. 

Hosdurga (Mysore) 



8. Gujarat Industries Investment Corpo- 

Zaffarabad (Gujarat) 

200,000 

Do. 

ration Ltd., Ahmedabad. 




9. Shri N. Srinivasan, Madras 

Manghata (M.P.) 

400,000 

Do. 

10. U.P. State Ind. Corpn. Ltd., Kanpur • 

Distt. Mirzapur 

432,000 

Do. 


(U.P.). 



11. Do.. 

Distt. Phithoragarh 

432,000 

Do. 


(U.P.). 



12. Hindustan Sugar Mills Ltd., Bombay . 

Udaipur (Raj.l 

300,000 

S.E. Portland 

13. West Bengal Ind. Dev. Corpn. I-td., 

Jhalada, Distt. 

200,000 

New Portland 

Calcutta. 

Purulia (W.B.) 



14. Cement Corporation of India Ltd., 

Baruwala, Dehra- 

200,000 

Do. 

New Delhi. 

dun (U.P.). 



15. Panyam Cements & Minerals Indus- 

Cement Nagar Dt. 

100,000 

Do. 

tries Ltd. 

Kumool (A.P.) 



16. Do.. 

Tornagalu Taluk Dt. 


Split location 


Bellary (Mysore) 

100,000 


17. Shri B.N. Bhaskar, Managing Director, 

Bundi Distt, Bundi 

200,000 

New Portland 

The Ishwar Industries Ltd., New Delhi 

(Raj) 



18. R.P. Sinha Cement Ltd., P.O. Tilothu, 

Vill. Rampur P.S. 

200,000 

Do. 

Distt. Shahabad (Bihar) 

Rohtas Distt. Sha- 




habad (Bihar) 



19. Himachal Pradesh Mineral & Indus- 

Samloti Distt. Kan- 

200,000 

Do. 

trial Development Corporation Ltd. 

gra (HP) 



Simla 




20. J&K Minerals Ltd., Srinagar 

Khrew Distt. Anant- 

104,000 

Do. 


nag (J&K) 



Total .... 


4,393,000 


Annexure VIII 



Pending Applications 



(A) Large Houses 




Sl.No. New Schemes 

Location Capacity 

Pending with 

1 2 

3 

4 

5 

1. Kesoram Cement 

Patan (Raj) 

735,000 

MRTP 

2. D.C.M., New Delhi 

Banas (Raj) 

800,000 

»> 

3. Mysore Cement Ltd. 

Narsingarh (MP) 

400,000 

Minutes awaited 

4. A.C.C. Ltd.. 

Pali (Raj) 

660,000 

MRTP 
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Annexure VIII— contd. 


1 2 

3 

4 

5 

5. Rohtas India Ltd. .... 

6. J.K. Jute Mills Ltd. • • • • 

7. Birla Jute Mfg. Co. Ltd. • 

Patratu (Bihar) 

Kanpur (UP) 

Patratu (Bihar) 

350,000 

100,000 

350,000 

Summary sent to 
L.C. 

Reply from up 
State Cement 

Corporation, awai¬ 
ted. 

MRTP 

Total .... 


3,395,000 


Expansion 




1. A.C.C. Ltd.. 

Bhupendra (Har) 

300,000 

MRTP 

2. Do. 

Wadi (Mysore) 

330,000 

99 

3. Dalmia Cement (P) Ltd. • 

Dalmiapuram (TN) 

66,000 

MRTP 

4. J.K. Synthetics Ltd. • • • . 

Nimbahadra (Raj) 

330,000 

Minutes awaited 

Total • • • • 


1,026,000 


GRAND TOTAL 


4,421,000 


(B) Other New Schemes 




1. Punjab National Bank 

Durgapur (WB) 

260,000 

Comments awai¬ 
ted. 

2. Meghalaya Govt. .... 

Garo Hills 

567,000 


3. Shri A.K. Aggarwal 

Kotputli (Raj) 

100,000 

99 

4. Rajasthan State Ind. & Mineral Dev. 
Corporation Ltd. .... 

Neem-Ka-Thana 

(Raj) 

735,000 

>9 

5. Shri G. Arajaiah .... 

Talpatri (AP) 

400,000 

99 

Total .... 


2,062,000 


Expansions .... 

GRAND TOTAL • . • . 


Nil. 

2,062,000 



GRAND TOTAL PENDING APPLICATIONS 
Large House .... 

Others .... 

Total .... 


4,421,000 

2,062,000 

6,483,000 





Annexure IX 

Kesorani Industries & Cotton Mills Limited Statement showing Sales & Gross Profit Etc. 
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Annexure X 

Information regarding organisation and management practices followed by inter-connected companies 

having cement units 



The working of Research & 
Development Sections in two 
fold: 

(a) to supervise the manu¬ 
facturing process 

through Quality Con¬ 
trol Department; 

(b) to revise existing 
procedures to keep up 
with the development 
taking place in the 
industry. 

The R&D Section does not 
carry out research. For specia¬ 
lised guidance the company con¬ 
tacts Cement Research Institute 
of India and Indian Statistical 
Institute. 

Contribution to CRI is as 
under: 


TravelUng exj^nses incurred 
in connection with R&D work 
came to Rs. 90,856'71 during 
the years 1967 to 1972. 


1. The amount of money spent 
on R&D relating to cement 
units and achievements there¬ 
on. 

A note is attahced. 


Year 

Amount 


Rs. 

1969—70 

• 35,867-10 

1970—71 

■ 40,715-00 

1971—72 

. 43,137-65 

Payment made to Cement Ser¬ 
vice Bureau, Madras is given 
as under:— 

Rs. 

1968—69 

• 7,452-45 

1969—70 

- 26,952-82 

1970-71 

- 10,548-07 


Does not come in question 
as the plant has not yet 
gone into operation. 


Details of system of quality 
control, staff employed & 
expenditure incurr^ there¬ 
on. 


The company has a chemical A note is attached, 
laboratory and it tests quality at 
various stages of manufacture of 


Although, the plant has 
not yet gone into operation, 
yet the Quality Control 
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Annexure X— contd . 


1 2 3 


cement i.e. from Mining limestone 
to the end product. Some work 
is in progress to study the effects 
of cooling rate of Clinker on 
Cement properties, and esta¬ 
blishing clinker litre weight as a 
possible indicator of cement 
quality. Recently a start has 
been made regarding the intro¬ 
duction of statistical techniques 
of quality control. Work in the 
areas like environmental control, 
not directly related to produc¬ 
tion, is also being done. Exten¬ 
sive work involving installation 
of Electrostatic Precipitators, 
bag filters, ceiling tower has 
been initiated to eliminate dust 
emission into environments. 


Department would be full 
equipped to carry out the pro¬ 
cess control and the qu^ty 
control as per the requirements 
of ISI. 


Persons employed are:— 

Chemists ■ 5 

Analysists • 5 

Gaugers & Sample 20 
boys. 

Expenditure incurred on qua¬ 
lity control:— 

(Rs. in thousands) 


Year Stores Salaries and 

issued Wages paid 


1969-70 

28-6 

97.7 

1970-71 

31.9 

108.6 

1971-72 

22.7 

114.3 


3. System of recniitment for 
Technical & Managerial 
personnel. 

The recruitment is made The appointment are made They try to obtain appli- 
through advertisements and con- from amongst the persons ap- cations by personnel investi- 

ductir g interviews and technical proaching for employment, gations of suitable person and 

tests for the department concerned. Enquiries are made about family also by advertisement for 
It is final to put the selected can- and social background and recruitment of technical and 

didates on probation for six past experience of the employee, managerial personnel. The 

months. While academic and technical candidates are interviewed 

qualifications are given due and selected. So far only 

consideration, the same are not staff concerning construction 

considered essential if the and mining operations have 

person has experience or apti- been employed. 

tude to do a job. Sometimes 

posts are also advertised. Pro- 

niotions are also given from 

with in the organisation or from 

allied units. 



48 


Annexure X— contd . 



4. Does the company have any 
regular training programme 
for its personnel? If so, 
details thereof. 

Company does not have a re- There is no formal training Does not apply as the plant 
gular technical training scheme, programme but ‘on the job’ has not gone into operation. 
The personnel, at present, was training is imparted. In the 
trained on the job, after having case of SATNA Plant some 
initial tests. The trainees were trained staff was recruited and 
confirmed as operatives after the rest was trained in the unit, 
about three years’ training on For Birla cement some staff 
the job. was transferred from Satna 

and the rest appointed directly. 

Where trained operatives are For Durgapur plant also the 
not available, the training schemes same procedure would be adop- 
are introduced from time to time ted. 
in certain trades. At present, 
the company has two trainees 
each in Shovel operating in the 
Quarry, and Millers and Burners 
in the Factory. 

5. Names & designations & tech-’ 
nical qualifications of the 
senior personnel who are 
looking after the plant(s). 

SATNA CEMENT WORKS 

1. Mr. N.R. Ramaprasad, Pro- 1. Sh. J.R. Birla, President (i) Mr. D.S. Bhandari, Tech- 

' ject Manager—B.Sc. MM (Cement Division), B.Sc. Manager, B.Sc. Chem. Eng., 

DDIISC_18 years. (Hons)—22 years in looks after the engineering 

various administrative details of the plant. 

2. Mr. B.M. Shivashankar, Chief capacity. 

Engineer, B.E. in Mech. En¬ 
gineering—17 years. 2. Sh. M.L. Sengupta, Tech- (ii) Mr. Kailash Nath. Dy. 

nical Adviser, B.E.,— 43 Works Manager. B.Sc. Engg. 

3. Mr. M.V. Radhakrishna, Pro- years. (Mech & Elec.) looking after 

ject Engineer, B.E. in Mech. the construction of the plant. 

Engineering—10 years. 3. Sh. U.S. Sethia, Senior 

Vice-President, M.Com. (iii) Mr. D.S. Rao, Mines 

4. K.C.V. Shetty, Development DBM—19 Yrs. (including Manager, B.Sc. (Mining) 1st 

Engineer, B.E. in Mech. En- 4 years in a Commercial Class Mines Manager Certi- 

gineering—10 years. concern in London). ficate—Incharge of Mines 

Development and Operations. 

5. S.B. Murthy, Chief Chemist, 4. Sh. G.S. Dalmiya, Vice- 

B.Sc. (Chem.)—33 years. President and Factory (iv) Mr. P.C. Shula, Chief 

Manager, I.Sc.—16 years. Chemist, M.Sc.—Incharge of 

6. G. Jagdeesh, Quarry Manager, Inspections of equipment and 

B.S., B.Sc. (Mines Engg.) 5. Sh. J.N. Prasad, Vice- quality control of construction 

1 Class Manager’s Certificate— Presideiit (Commercial) work. 

8 years. A.C.A.—16 years. 

7. Mr. Jeet. S. Bhatia, R&D 6. Sh. L.C. Choudhary, 

Engineer, M.S. Chemical Finance Olficer, Matric—■ 

(USA)—1 year. 35 years. 

8. Mr. T.S.V. Rao, Asst. Quarry 
Manager, B.Sc. (Hons.) Geo¬ 
logy with II Class Manager’s 
Certificate —10 years. 
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7. Sh. S.B. Rungta, Chief 

Mechanical Engineer— 

B.Sc., B.E. (Mechl.)—14 
years. 

8. Sh. R.S. Hamirwasia, 
Chief Elec. Engineer, B.Sc. 

B.E. (Elec.) (Hons.)—21 
years. 

9. Sh. S. V. Pai, Quarry 
Manager, B.Sc. (Mining) 

—44 years. 

BIRLA CEMENT WORKS 

1. Sh. M.M. Goswami, Vice- 
President, Matric—25 years 
in several administrative 
positions. 

2. Sh. S.L. Soni, Vice-Presi¬ 
dent (Technical), M.Sc. 
(Chemistry)—28 years 
in Cement technology. 

3. Sh. S.S. Agarwal, Com¬ 
mercial Manager, B.Com. 
A.C.A. (Since 1968). 

4. Sh. R. Chandra, Jt. Works 
Manager, B.Sc. (Elec. & 
Mech.) (Since 1972). 

5. Sh. M.S. Surana, Cont¬ 
roller of Stores, B.Com.— 

24 years. 

6. Sh. H.P. Bhandari, Chief 
Electrical Engr., B.E. (Elec.) 

—i5 years 

7. Shri K.K. Mehta, Chief 
Mech. Engineer. B.E.—15 
years. 

8. Sh. S.P. Rastogi, Mines 
Manager, B.E . (Mining) 
(Since 1967). 

DURGAPUR CEMENT WORKS 

1. Sh. G.S. Dalmiya, Vice- 
President, I.Sc.—16 years. 

2. Sh. Ramji Pandey, Works 
Manager, B.Sc. Engg. 
(Mech. & Elec.)—22 years. 

3. Sh. A.C. Das, Civil Engi¬ 
neer, B.Sc. Eng. (Civil). 
AMAE—33 years. 

4. Sh. B.D. Khatore, Chief 

Accountant, T.Com.—^22 

years. 
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1 


2 


3 


Information Available. 


6. Services rendered by H O. & 
Begd. Office. 

The H.O. & Regd. Office of the 
company does not render any 
common administrative or 
financial services to the cement 
plants excepting that Board 
meetings are held in the H.O.; 
certain departments of the com¬ 
pany are housed in H.O., etc., 
etc. 


Shri S.P. Mandelia, Pre 
sident; Shri J.N. Rathi, B.Sc. 
Engg. (Mech. & Elec.) General 
Manager, (overall incharge of 
the project) and Shri B.L. Jain, 
B.Com. CA, Finance Manager, 
Oncharge of finance and 
administration) are looking 
after the project from the 
Head Office. 

All other centralised tech¬ 
nical, financial and commer¬ 
cial services inclusive of in¬ 
ternal auditing which are 
available to other divisions are 
also available to Cement 
Division. 


Note 


BIRLA JUTE MFC. CO. LTD, 


The Research & Development Programme of the several divisions of the Company is described 
below:— 

(i) Jute Mills Division — 

The Division is having well equipped laboratory for testing our products under quality 
control. We are a Member of INDIAN Jute Industries Research Association which 
carries on most of the Research work for Jute Industry. 

(ii) Staple Fibre Division 


The R&D Programme of this Division relates to development of process/product/machine 
modifications to suit demand in Indian market conditions. During the course of the 
last 3 years we have developed about 6 interesting varieties of Yarns and process therefore 
besides machinery development. We are also member of ATIRA carrying on Research 
in Textiles. 


(iii) Calcium Carbide Division — 

Our efforts towards development are confined mainly to development indigenous subs¬ 
titutes of imported items used in Calcium Carbide Industry. We have been successful 
in replacing about 40 % of the imported parts 

(iv) Cement Division — 

We have a well equipped laboratory in each unit for carrying out several tests as required 
in the industry. In additon, we are member of the Cement Research Institute of India 
which carries on technical research in the Cement Industry. 

The Company is not maintaining any separate R&D account for its several units and 
any expenses incurred are charged to the running expenses account being very much 
related to production. The following amounts were contributed by the Cement Division 
to the Cement Research Institute of India for the last 5 years:— 

Year Satna Cement Works Birla Cement Works 


1967- 68 

1968- 69 

1969- 70 

1970- 71 

1971- 72 


Rs. 

Rs. 

56,397 


49,799 


60,202 

24,697 

53,247 

20,920 

53,550 

26,253 
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Note 


SYSTEM OF QUALITY CONTROL 

The company has quality control in each of its units as briefly described below:— 

JUTE MILLS DIVISION : Standards are laid down for different qualities by Indian Standards Insti¬ 
tution (ISI), Export Inspection Council (E.I.C.) and other inspecting agencies besides any particular 
specifications as required by the customers. The quality control section has to car^ on its checking 
from selection of raw jute to the finished bales and rolls to see if there is any deviation or fault or 
irregularity and inform the management accordingly. 

The quality control section carries on a thorough routine process check. The Section is also 
maintaining daily charts and graphs of all departments and informs the management accordingly 
with the deviation, tolerance and immediate action required to be taken. 

CEMENT DIVISION : The system of quality control adopted in the Cement division is as under:— 

Limestone : This raw material is available from our own mines and samples of the same are 
collected and tested twice a day from the different areas on the day. 

Limestone transported from Quarry to Factory is being tested at interval of 2 hours, samples 
for which are being collected from Crusher and also from Trucks directly. A screen test is also con¬ 
ducted twice a week. 

Slurry ; Samples of slurry are collected and tested from Mills after every hour. The same are also 
tested from a full silo and also twice a day from the Basins. 

Laterite ; Laterite is being tested from individual receipts and samples are being collected from the 
trucks, stockyards, etc. 

Clinker ; Samples of Clinker are collected from the Kiln discharge and tested on hourly basis. 
Complete analysis of the average of the day is also conducted and special tests are also conducted 
from time to time. 

Coal : Samples of Coal are collected from each Mills 9 times a day and tested accordingly. On 
every receipt also samples are collected and tested from the Wagons or Trucks as the case may be. 

Cement : Samples of cement are collected from Mills as well as from Packing Station every hour 
and complete analysis of the average of the day is also made. 

Gyps^ : Samples of Gypsum are collected from each wagon at the time of receipt of the same. 
Special tests are also done on the samples collected from stock yards. 

In this manner all raw materials, process goods and finished product are tested very carefully 

Calcium Carbide Division : Birla Jute Mfg. Co. Ltd. (Calcium Carbide Division) produces ‘B’ 
quality Calcium Carbide as per IS .T040-1960. We have a fullfledged laboratory. After each 
tapping of carbide from the furnace, a representative sample is drawn and tested. The material 
is graded as per the Gas Yield as prescribed in IS:1040-1960. 

Staple Fibre Division : The activities of the Quality Control Section in this Division centres 
around the following aspects: 

1. Products checking from basic raw materials to end products. 

2. Processing behaviours of the machines and materials at all stages. 

3. Preventive Maintenance of machines to reduce down time and to increase utilisation. 

4. Work, Method and Time Study. 

5. Waste Control. 

6. Testing both Physical and Chemical. 

7. Humidity check-up and control. 

8. Development work in respect of product. Processing behaviour and machinery modifi¬ 

cations; and 

9. Maintenance of Technical Library. 
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Annexure XI 

Information regarding Organisation and Management practices of Mjs. Associated Cement Companies 

Ltd. 


The Associated Cement Companies Ltd. 
1 2 


1. Amount of money spent on research and deve- The capital and revenue expenditure of the Cen- 
lopment in the Company, particularly in the tral Research Station of the Company 
Cement division for the last three years. 


Year 

(Aug./July) 

Capital 
(in Rs. lacs) 

Revenue 
(in Rs. lacs) 

1969-70 

3-45 

12-47 

1970-71 

2-73 

14-74 

1971-72 

7-39 

18-00 

1972-73 

13-69 

13-49 

(upto 3/1973) 

(approx) 

(approx) 


In view of the diversified nature of the work handled 
in the research station, it is not possible to separate 
the expenditure on ‘Cement Division’. 

The Research Station (Estbl. 1965) has three 
Divisions; 

(a) Manufacturing Research Division. 

(b) Concrete Division. 

(c) Physics and Chemistry Division. 

The main functions of the Research Station 
include: 

(a) effecting improvements in current products 
and processes; 

(b) developing of new products processes in¬ 
cluding import substitution items; 

(c) maintaining a watching brief ever Co’s 
products; 

(d) investigating possible diversification of Co’s 
products; 

(e) cooperative testing to facilitate research 
work and standardisation of test methods. 

Their research has helped them in solving speci¬ 
fic problems e.g. high temperature refractory com¬ 
pound, synthetic zeolities (import substitute items) 
shrinkage compensating cement and light weight 
aggregate from bloated clay. 

Cement Research Institute is likely to be 
equipped with more sophisticated equipment than 
Company’s Research Station and as such facility 
would be used by A.C.C. alongwith others in 
solving their more broad based or even specific 
research problems. C.R.I. will help industry 
through undertaking cooperative research. 

Recruitment & Training: 

3. How does the Company get trained person- (a) For technical and lower supervisory staff 
nel and whether there is any regular pro- (artisans & foremen trainees) applications 

gramme of training? are invited by the Supdt. The aitisan 


2. Specific facilities of research, training or 
development made available to the Com¬ 
pany by Cement Research Institute ? 
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1 2 


4. Trials relating to system of Quality Control? 


training covers various trades and period 
of training extends from 3 to 4 years 
(including one years’ in plant-training). 
The training of Foremen who are science 
graduates) extends upto 3 years. 

(b) For high supervisory staff, the applications 
are invited by the HO for posts like 
Graduate Engineer Trainees, Chartered 
Accountants, Management trainees etc. 

The graduate Engineers remain on train¬ 
ing for one year and on successful comple¬ 
tion of training, they are posted as Junior 
Engineers. 

The Management trainees are trained by 
a Training Manager for various lines i.e. 
for Junior, middle and senior management 
posts; functional areas (Personnel, finances 
etc.); conceptual areas (MBO & MIS); 
and Innovative and Problem Serving 
Courses. 

(c) Training programmes are also organised 
for all levels of staff in the Hall at H.O. 
or residential courses held usually at NITIE 
or Matheran. 

(d) Company also supports external training 
programmes in both developmental and 
functional areas. 

(e) Senior Managers are even sent abroad 
to study the latest technological and mana¬ 
gerial advances in the production of ce¬ 
ment. 

(i) All cement plants are equipped with a 
full-fledged laboratory, having qualified 
personnel working round the clock to 
ensure regular system of quality control 
from quarry stage to the packing house. 

(ii) Quality control is exercice with a view to 
manufacture cement surpassing LSI speci¬ 
fications. 

(iii) At every works, there is a Chief Chemist 
assisted by Senior Chemist. Asstt. 
Chemists and other staff. 

(iv) Besides routine checks, the samples are 
tested every week at works and sent to 
National Test House, for tests as per D.G.S. 
& D. Rate Contract. 

(v) Quality of cement is also counter-checked 
by sister works and ACC’s Central Re¬ 
search Station. 

(vi) Productivity Division at the H.O. has 
a quality control section which keeps close 
watch on quality of cement produced 
and also offers technical advice for im¬ 
proving quality and efficiency. 


5—7 M of LJ & CA/ND/79 
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1 


2 


Staff employed (Monthly paid) in quality control at works 

Chief Chemists (18), Chemists (25), Asstt. 
Chemists (38), Lab. Asstt. (33), Tester/Gauger (120) 
=231. 

Rs. 67-22 lacs were spent in all works during 
the last three years. 


Annexure Xll 

Information regarding Organisation and Management practices of some other cement units 
The Jaipur Udyog Ltd. Dalmia Cement (Bharat) Ltd. 


1 


2 


1. Amount of money spent on research and development in the Company, particularly in the 

Cement division for the last three years 


The Company has a quality control labo¬ 
ratory. Recently a Research and Develop¬ 
ment Cell has been set up to conduct and guide 
the Research work. The Cell has been carrying 
on research on specific subjects, such as fuel 
efficiency, substitute for gypsum, utilisation of 
Paper Mills waste liquer, production of special 
cement utilisation of cinder etc. bene- 
ficiation trials etc. 

The Company also contributed to the 
Cement Research Institute of India as under:— 


The Company has a well-equipped laboratory 
not only for conducting routine analysis and tests 
at every stage of the cement manufacture in order 
to maintain the quality control, but also for carry¬ 
ing on research. The research and development 
is carried on in the laboratory where the quality 
control is maintained. “Manufacturing Chemist 
& Assistant Engineer (Chemcial) etc. will attend 
to the Research & Development work in addition 
to their responsibilities for manufacture of cement”. 
Expenditure on Laboratory, Manufacturing Chemi¬ 
st & Assistant Engineering (Chemical) is as 
under: 


Year 

1969- 70 

1970- 71 

1971- 72 (15 months) 


Amount (Rs.) 

• 85,114 

• 79,951 

• 87,658 


Year 

1970 

1971 

1972 


Amount (Rs.) 

• 2,11,313 

• 2,28,785 

• 3,02,199 


As research is carried out in the laboratory 
alongwith the work of routine analysis and quality 
control, the expenditure on research & develop¬ 
ment alone cannot be separated. 

The Company also contributed to the Cement 
Research Institute of India as under:— 


Year Rs. 

1970 . • • 50,228 

1971 . • • 50,351 

1972 . • • 50,515 


2 . 


Specific facilities of research, training or development made 

Cement Research Institute 


availalbe to the Company by 


All cement producers contribute @ 10 CRI carries out elaborate research (both aca- 

paise per tonne of cement despatched to CRI. demic as well as applied) on various problems faced 
The contribution is used for establishment and by the Cement Industry. The Institute also carries 
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- _ . 

running of the Research laboratories of the out research to eolve new Hydraulic Cement. It 
Institute and on research and development pro- also undertakes training of Technical supervisory 
grammes of the CRI. Various facilities of staff from various cement factories in handling of 
chemical analysis and physical testing are rare sophisticated testing instruments, 
available at the Ballabhgarh (Haryana) Labo¬ 
ratory of the CRI. 

3. How does the Company get trained personnel and whether there is any regular programme 

of training? 

Normally the Company does not recruit The existing employees are promoted to skilled 
skilled labour. Semi-skilled labour is helped to jobs. Sometimes existing employees are selected 
attain proficiency in respective trade and are for one years’ training and after successful comple- 
promoted whenever a vacancy arises in that tion, he is promoted to the higher post. If no 
trade. Similarly supervisory posts are filled suitable employees is available, the recruitment is 
by promotion from among capable skilled per- made either through advertisement or through em- 
sonnel or engineering diploma holders are re- ployment exchange, 
cruited from outside generally after advertsing 
the vacancies. 

The Company recruits graduates and post Training in the subjects connected with respec- 
graduates and those with professional qualiflca- tive subjects is given to the employees by deputing 
tions and these persons are given training in them to attend seminars, conferences and study 
different departments/areas of management courses conducted by professional bodies e.g. 
and then they are posted to staff the middle National Productivity Council, NITIE; 
management levels. Engineering graduates are Institute of Engineers etc. etc. Workers and staff 
also similarly trained in different production are trained through regular courses of instruction 
departments and then posted to occupy middle conducted by the Company. They are also im- 
level, positions. parted training under workers’ Education 

Scheme. 

4. Details relating to system of Quality Control 

The Company follows rigid quality control They carry out physical/chemical tests of all 
at various stages of production. Hourly/two raw materials and also at different stages of manu- 
hourly samples are taken at different stages of fracturing process. Representative Samples of 
production and tested to conform to the sped- Cement are also sent to the Govt. Test House, 
tied norms. 

Samples are also sent periodically to Forty employees are working in the labo- 

National Test House. ratory. Expenditure incurred on quality control is 

as under:— 

The Company’s expenses on quality con- 1970 • • • Rs. 1*80 lacs 

trol laboratory for the last three years are as 1971 • • • Rs. 1-99 lacs 

J 972 . . . Rs. 2-60 lacs 

1969- 70 • • ■ Rs. 3-04 lacs 

1970- 71 • • • Rs. 3-22 lacs 

1971- 72 • • • Rs. 4-37 lacs 

(15 months) 

Persons employed are: 

Chief Chemical Engineer • • -1 

Laboratory Incharge . . . . i 

Chemists, Testers, Gaugers, Laboratory 45 

boys etc. - 
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Annexure XllI 

KESORAM industries & COTTON MILLS LTD. 
Original Cash Flow Statement 


(Rupees in lacs) 




1971-72 

1972-73 

1973-74 

1974-75 

Total 

Source of Funds: 






1. 

Profit of the year . . . • 

400-00 

450-00 

500-00 

650-00 

2000-00 

2. 

Issue of Debenture/Capital 




75-00 

75-00 

3. 

Deferred Payment • • • • 


20-00 

30-00 


50-00 



400-00 

470-00 

530-00 

725-00 

2125-00 

Disbursement of Funds: 






I. 

Dividend ..... 

41-29 

41-29 

41-29 

41-29 

165-16 

2. 

Repayment of Loans 

39-50 

51-15 

51-65 

52-40 

194-70 

3. 

Fixed Assets (Other than Rajasthan 
Project) ..... 

20-00 

20-00 

20-00 

20-00 

80-00 

4. 

Tax Liability. 

4-00 

150-00 

40-00 

90-00 

284-00 

5. 

Rajasthan Project Assets—Phase—I • 

275-00 

230-00 

320-00 

• • 

825-00 

6. 

Rajasthan Project Assets—Phase—II 



45-00 

455-00 

500-00 

7. 

Working Capital (Rajasthan Project 
Phase—I). 


.. 

25-00 

.. 

25-00 

8. 

Working Capital (Rajasthan Project 
Phase—11) ..... 


. * 

. . 

25-00 

25-00 


Total 

379-79 

492-44 

542-94 

683-69 

2098-86 

Surplus/Deficit for the year 

20-21 

—22-44 

—12-94 

41-31 

26-14 

Add 

: Opening Surplus .... 

31-21 

51-42 

28-98 

16-04 

31-21 


Closing Surplus • 

51-42 

28-98 

16-04 

57-35 

57-35 
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Time Schedule 

Completion of legal formalities etc. .. December, 1973. 

Commissioning of 1st Phase of Rajasthan Project .. June, 1976. 

Commissioning of Ilnd Phase of Rajasthan Project .. October, 1977. 











KESORAM INDUSTRIES & COTTON MILLS LTD. 

Statement of sales and gross profit etc. in future years 
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Cement Division • • 32-00% 18-22% 33-45% 22-18% 33-45% 22-18% 33-45% 22-18% 33-45% 22-18% 

Other Units - - - 10-48% 7-38% 10-48% 7-38% 10-48% 7-38% 10 48% 7-38% 10-48% 7-38% 

Rajasthan Cement - - .. .. .. .. -- .. 33-33% 8-33% 40-98% 20-00% 










Annexure XVI 

Cement Industry Profitability Ratios 



Name of Co. 



Gross Profit as % to 
Sales 

Gross Profit as % to 
Capital Employed 

1969-70 

1970-71 

1969-70 

1970-71 

1. 

A.C.C. 



11-2 

14-6 

7-1 

10-5 

2. 

Shri Digvijay 



10-9 

11-8 

8-9 

9-9 

3. 

India Cements 



11-9 

9-0 

6-2 


4. 

Jaipur Udyog 



7-0 

5-5 

6-7 

5'8 

5. 

Orissa Cements • 



19-3 

19-9 

25-6 

23'4 

6. 

Dalmia Cement • 



13-7 

9-1 

20'6 

15-0 

7. 

Saurashtra Cement 



20-4 

19-5 

15-8 

12-0 

8. 

Mysore Cement • 

• 


16-5 

21-5 

5'3 

11-4 


Total (as of 15 Co’s) • 

• 

• 

12-6 

13-2 

8-8 

10-1 


Source : Economic Timis, dated the 5th November, 1971. 







No. 8/8/70-M.I(I) 
Government of India 


MINISTRY OF LAW JUSTICE & COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 
Shastri Bhavan, A-Wing, 5th Flooi 

New Delhi-\, the 


BEFORE THE CENTRAL GOVERNMENT 

In the matter of application dated the 6th October, 1970 under section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, from ICesoram Industries & Cotton Mills Ltd., for 
the establishment of a new undertaking viz., “Kesoram Cement" as a unit of Kesoram Indus¬ 
tries & Cotton Mills Limited. 


The Kesoram Industries and Cotton Mills Limited (hereinafter referred to as the ‘applicant 
company’) made an application dated the 6th October, 1970 under Section 22 of the Monopolies and 
Restrictive Trade Practices Act, 1969 (hereinafter referred to as the ‘Act’) for the establishment of 
a new undertaking viz., ‘Kesoram Cement’ as a unit of the applicant company itself for the manu¬ 
facture and sale of Portland Cement near Neem-Ka-Thana, Distt. Sikkar, Rajasthan. The estimated 
cost of the project is Rs. 13.25 crores and the project is proposed to be financed by retained profits 
of the applicant company and/or borrowings from Banks and financial institutions. This project 
cost has subsequently escalated to Rs. 17 crores. 

2. The Central Government were of the opinion that no orders on the proposal could be 
made without further inquiry and, the proposal was referred to the M.R.T.P. Commission (herein¬ 
after referred to as the ‘Commission’) for further enquiry and report. In its Report to the Govern¬ 
ment on the 21st June, 1973, the Commission has recommended approval of the proposal subject to 
the following conditions:— 

(1) The scheme of finance as presented by the applicant company is revised and the estimates 
of internal generation of funds are realistically revised downward. 

(2) Within one year from the date of approval, the applicant company should issue fresh 
capital to the extent of Rs. 100 lakhs (10 lakhs ordinary shares of Rs. 10 each) and these 
shares should be offered in priority to the public financial institutions designed by the 
Central Government on terms mutually agreed upon between the institutions and the 
applicant company. 

(3) Only such of the additional issue Of equity as would not be subscribed to by the designated 
financial institutions would be thrown open for public subscription. 

(4) None of the interconnected companies, their directors and relatives of the directors will 
subscribe to the new issue. 

(5) Alternatively, the scheme of finance may be so modified as to provide for long term loans 
to the extent of Rs. 200 lakhs being obtained from the public financial institutions desig¬ 
nated by the Central Government. These loans would be subject to the appropriate 
convertibility clause. 

(6) In either case, the Articles of Association of the applicant company should be amended so 
as to provide for proportional representation on the Board of Directors. 

3. At the hearing in terms of Section 29 of the Act the representatives of the applicant company 
stated that the conditions recommended by the Commission would not be acceptable to the applicant 
company. They submitted that the Central Government has recently cleared a number of proposals 
for cement from companies belonging to large houses. Their proposal should also be treated on the 
same footing, as it was at the invitation of the Rajasthan Government that the applicant company 
agreed to set up the proposed cement factory at Pattan which was declared to be a backward area in 
Rajasthan. There were other applicants also but the preference of the Rajasthan Government for 
the applicant company was because the applicant company enjoyed a high reputation in setting up 
cement factory in record time and in making maximum utilisation of the cement plant capacity. 
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As regards the scheme of finance, the representatives argued that if the applicant company 
could be relied upon to raise Rs. 16 crores from its internal resources, it could be as well be relied 
upon to raise another Rs. 1 crore which, the Commission felt, should be found by way of fresh issue of 
capital. They were confident that the applicant company would be able to raise the required finance 
of Rs. 17 crores entirely from internal resources. The representatives of the applicant company 
categorically stated that the project would be abandoned in case the conditions recommenced by the 
Commission were stipulated by the Central Government in its orders under the M.R.T.P. Act, 1969. 

4. Having considered the proposal in all its aspects, and the facts that there is an acute shor¬ 
tage of cement in the country that the project is to be located in the backward area of Rajasthan, the 
Central Government is of the view that the proposal of the company may be approved subject to the 
condition stipulated in the Order. 


ORDER 

In exercise of the power under clause (a) of sub-section (3) of Section 22 read with Section 54 
of the Monopolies and Restrictive Trade Practices Act, the Central Government approve the proposal 
of Kesoram Industries and Cotton Mills Ltd. for the establishment of a new undertaking viz., ‘Keso- 
ram Cement’ as a unit of the applicant company for the manufacture of 7.35 lakhs tonnes of Portland 
Cement at Pattan near Neem-Ka-Thana, Distt. Sikkar in Rajasthan on the basis of the scheme of 
finance as contained in the application dated the 6th October 1970 and subsequently modified before 
the Commission and during the course of the hearing before the Central Government subject to the 
strict condition that the applicant company shall implement the project within 3 years entirely from 
its own internally generated resources, and in case the applicant company failed to do so, it shall, 
before resorting to any term borrowings, seek the approval of Government for a revised scheme of 
finance and at that stage Government will impose suitable conditions on the lines of these which had 
been recommended by the Commission in its Report. 


New Delhi-l, 
list March, 1974 


(ASHOK NATH) 

Under Secretary to the Govt, of India 
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BIRLA INTERCONNECTION—REPORT REGARDING 


Introduction and scope of study 

The Central Government had referred the application of M/s. Kesoram Industries & Cotton 
Mills Ltd. under Section 22(3) (b) of the M.R.T.P. Act, 1969 to the Monopolies Commission for 
inquiry and report. This application was received in the Commission’s Office on 29th January, 1971. 
Later on it came to the notice of the Commission that the application for licence of this company 
had been rejected by the Licensing Committee. In view of this the Commission did not consider it 
necessary to hold an enquiry into the question whether approval under the provisions of the M.R. 
T.P. Act should be given or not. Subsequently, when the Licensing Committee took up this appli¬ 
cation for licence for reconsideration, the Commission agreed to take the case for enquiry de novo 
w.e.f. 9th June, 1971. 

2. In view of the fact that the applicant company is one of the important companies of the 
Birla Group of Companies according to the ILPIC’s report but had not admitted inter-connection 
with any other company except with the two companies viz., Hindustan Heavy Chemicals Ltd. and 
Bharat General & Textile Industries Ltd., the Commission decided that the question of inter-connec¬ 
tion of the applicant company with some other Birla Group of Companies should be gone into in 
detail, by me. 

3. Subsequently, two applications under Sections 21(3)(b) and 22(3)(b) of the M.R.T.P. Act, 
in the cases of M/s. India Linoleums Ltd. and M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. (herein¬ 
after referred to as Gwalior Rayon) respectively were referred to the Commission by the Central 
Government for inquiry and report. These references were received in the Commission’s Office on 
8th July, 1971. Shortly thereafter (i.e. on 19th July, 1971) an application under Section 21(3)(b) in 
the case of M/s.Hindustan Aluminium Corpn. Ltd. (hereinafter referred to as Hindustan Aluminium) 
was referred to the Commission by the Central Government for inquiry and report. The fact that 
there were four applications from companies which according to the ILPIC’s Report belonged to the 
Birla Group, made a detailed study into the question of inter-connection of these companies amongst 
themselves and with some other Birla Group of Companies as imperative. While these enquiries 
were in progress, two more references were received by the Commission from the Central Govern¬ 
ment regarding M/s. Hindustan Aluminium and Gwalior Rayon. The proposed study regarding 
inter-connection was thus intended to cover all these six applications. 

4. As it was the first study on the inter-connection of the Birla Group of Companies under the 
M.R.T.P. Act, it was decided to elicit information through questionnaires from all the 203 First- 
tier Birla Group of Companies. The names of such companies appear as Annexure ‘A’ to this report. 
In the initial stages the questionnaires were issued to some of these companies in two stages. The 
final questionnaire which was, however, issued to the majority of these companies appears at Annexure 
‘B’. In view of the fact that the offices of several Birla Group of Companies which were formerly 
located at 15 India Exchange, Calcutta had closed down and their new addresses were not readily 
available, considerable difficulty was experienced in serving the questionnaire upon some of these 
companies. As a matter of fact we were not able to serve the questionnaire upon as many as 28 com¬ 
panies. This was in spite of the fact that all efforts were made to collect the addresses of these com¬ 
panies from the Registrar of Companies, Calcutta. In view of this, where it was considered necessary 
in the interest of investigations, material regarding directorship and share holding pattern, share 
capital and investments had to be collected by personal inspection from the records/documents of 
these companie as available with the Registrars of Companies concerned. The records of the Regis¬ 
trars of Companies were also consulted where the replies received from the Companies were consi¬ 
dered as incomplete and/or needed supplementing. 

5. Even so far as the companies upon whom we were able to serve our questionnaire are con¬ 
cerned, some of the important companies viz.. Century Spinning & Weaving Co. Ltd., Mysore 
Cements Ltd. (hereainfter referred to as Century Spinning & Mysore Cements), Birla Consultants 
Pvt. Ltd., Pilani Investment Corpn. Ltd. and Birla Udyog objected to the issue of the questionnaire 
on the ground that it was outside the powers of the Commission as envisaged under Section 12 of the 
Act. These companies sought personal hearings for their representatives before the Commission. 
During the course of my tour to Bombay in October 1971 I held detailed discussions with Shri E.B. 
Desai, Senior Partner of Mulla & Mulla Craigie Blunt & Caroe and other representatives of M/s. 
Century Spinning, Birla Udyog, Birla Consultants Pvt. Ltd. and Mysore Cements and was able to 
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pursuade them to advise these companies to comply with our requisition. Later on Shri E.B. Desai 
had another interview with me at Delhi in November 1971 regarding the case of Pilani Investment 
Corpn. Ltd. As a result of these detailed discussions, we were able to obtain compliance from these 
companies to our detailed questionnaire without prejudice to their legal contentions. 

6. As a result of the efforts referred to in the preceding paras we have been able to obtain 
replies to our questionnaire from 155 companies. Most of the replies came after repeated reminders 
and requests for extensions and some of the replies came as late as February and March 1972. It is, 
however, pertinent to mention here that in the intervening period the enquiry in the case of India 
Linoleums Ltd. was adjourned sine die by the Commission on 5th January, 1972 as the applicant com¬ 
pany claimed that its case was covered by Section 21(4) of the Act. In the case of M/s. Hindustan 
Aluminium (proposal under Section 21 (3) (b) for substantial expansion) it subsequently came to the 
notice of the Commission that their application for licence has been rejected by the Licensing Com¬ 
mittee. In view of this, the Commission passed an Order (Section 21(3) (b) on 17th February, 1972) 
closing the enquiry as infructuous. 

7. I had originally proposed for the consideration of the Commission that out of 203 First- 
Tier Companies, those companies which were being prior to the abolition of the managing agency 
system, managed by the same Managing Agents who were managing the applicant companies may be 
selected for detailed scrutiny. In addition, I had proposed detailed study of the records of the erst¬ 
while managing agents as well as important investment and service companies. With a view to limit¬ 
ing the scope of the study, the Commission decided that as far as practicable for the present, only 
such companies which are producing the same products as have been asked for by the applicant com¬ 
panies may be taken up for detailed study. The Commission also approved the detailed study of the 
erstwhile managing agents and some important investment and service companies. One more com¬ 
pany viz., Hindustan Motors Ltd. was also included by the Commission for detailed study having 
regard to the large size of its assets and the fact that prior to the abolition of the system of managing 
agency it was being managed along with M/s. Kesoram Industries and Cotton Mills Ltd. (hereinafter 
referred to as M/s. Kesoram Industries) and other companies by Birla Bros. Pvt. Ltd. A list of ten 
companies which were originally selected for detailed study appears at S. Nos. 1 to 10 of Annexure 


8. The Commission issued summons under Section 12 of the Act to the selected and some 
investment companies as well as to the erstwhile managing agents of these companies requiring them 
to produce certain documents for inspection. The intention of the Commission was that the records 
of these companies should, as far as possible, be examined by me at the places where the registered 
offices of these companies are situated. 


With this above object in view. M/s. Kesoram Industries, Birla Jute Mfg. Co. Ltd. (hereinafter 
referred to as Birla Jute), Hindustan Motors Ltd., Orient Paper Mills (hereinafter referred to as Hindus¬ 
tan Motors and Orient Paper), Hindustan Heavy Chemicals Ltd., Birla Bros. (P) Ltd., Birla Gwalior 
Pvt. Ltd., Central India Industries Ltd., Indore Exporting & Importing Co. Ltd. and Eastern India 
Services and Marketing Co. Ltd. were given the option of producing their records for inspection before 
ine at Calcutta. I visited Calcutta from 11th January to 21st January, 1972 to complete the examina¬ 
tion of the aforesaid 10 companies. M/s. Hindustan Motors and Orient Paper did not produce the 
requisite records/documents before me on the appointed dates and they filed letters questioning the 
validity of the summons and the relevancy of the material which had been summoned for examina¬ 
tion. I asked the representatives of these companies that they may send their Advocate/Legal Adviser 
for a discussion with me so that the matters could be resolved. Shri B.P. Khaitan, Advocate appeared 
before me on behalf of these two companies and after a detailed discussion he agreed to advise these 
two companies to produce their records before me for examination without prejudice to 
their legal contentions raised earlier. In response to the summons issued under Section 12 to M/s. 
J.C. Mills and Pilani Investment Corpn. Ltd. for production of their records, these companies sent 
letters to the Commission raising legal objections regarding the powers of the Commission to issue 
such summons and the relevance of the documents summoned to the enquiry in hand. Their objections 
were turned down by the Commission and thereafter, I visited Gwalior from 14th to 16th February, 
72 and scrutinized their records and documents over there. Summons under Section 12 were also 
issued by the Commission to M/s. Century Spinning, Hindustan Aluminium, Gwalior Rayon, Birla 
Consultants Pvt. Ltd., Mysore Cements and Sirpur Paper Mills Ltd. (hereinafter referred to as Sirpur 
Paper). I was deputed by the Commission to visit Bombay from 17th to 24th February, 1972 to 
inspect their records over there. In response to these summons. M/s. Century Spinning, Birla Con¬ 
sultant Pvt. Ltd., Hindustan Aluminium and Gwalior Rayon filed letters questioning the powers 
of the Commission to issue such summons and the relevancy of the documents summoned to an enquiry 
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under Section 21 or 22 of the Act. Shri E.B. Desai, Senior Partner of Mulla & Mulla appeared before 
me on 21st February, 1972 at Bombay for a detailed discussion and finally agreed to advise his clients 
to produce the records before me for inspection without prejudice to their legal contentions. M/s. 
Birla Gwalior Pvt. Ltd. who had not produced the records at Calcutta, produced the same before 
me for inspection at Delhi on 28th February, 1972. Similarly, M/s. Gwalior Rayon who had sought 
an adjournment earlier produced their records before me at Delhi on 3rd March, 1972. 

Preliminary Report on Inter-connection 

9. As a result of the scrutiny of the material collected in reply to the various questionnaires 
and from the detailed study of the records/documents of the companies referred to earlier, a preliminary 
report on inter-connection was submitted by me to the Commission on 30th March, 1972. In the 
said report, it was brought by me to the notice of the Commission that the following companies/ 
trusts have not furnished some information which was called for by me and which appeared to be 
relevant for the purpose of the inter-connection study:— 

(a) M/s. J.C. Mills, Hindustan Aluminium, Birla Consultants and Century Spinning were 
asked to specify the duties and responsibilities of their Advisors with a view to enabling 
the Commission to assess the importance of the role that these Advisors were playing in 
the management and control of these companies. The aforesiad companies did not 
furnish the requisite information on the ground that it is not relevant to the enquiry in 
hand and the requisition is outside the powers of the Commission. 

(b) M/s. Hindustan Motors were asked to furnish copies of the reports, if any, given by Shri 
B.M. Birla, Chairman, Board of Directors on his foreign trips referred to in the Board’s 
minutes of the company dated 25th April, 1969, 31st July, 1970 and 30th August, 1971. 
The company was asked that in case there were no written reports or the reports were very 
lengthy, brief details of the company’s work transacted abroad by Shri B.M. Birla may be 
furnished. The company did not furnish the requisite information on the ground that 
it is not relevant for the purpose of the enquiry and that the said requisition is beyond 
and/or in excess of the powers of the Commission under the Act. 

(o) M/s. Orient Paper were requested to furnish copies of the agenda papers and notes relat* 
ing to certain minutes of the Board of Directors with a view to ascertaining as to who 
actually took the decisions in these matters. They were also requested to furnish copies of 
the certain minutes of the Business Advisory Committee and details of the items of services 
for which payments were made by them to M/s. Eastern India Service Trading Company 
Ltd. during the year ended 31st March, 1971. The company replied that the requisite 
information was not relevant for the purpose of the enquiry in hand. 

(d) Copies of the agenda papers and notes relating to Board’s minutes dated 24th December, 
1969 and 27th February, 1970 were called for from M/s. Century Spinning with a view 
to ascertaining as to who actually took the decisions in these matters. The company did 
not furnish the requisite information on the basis that it is not relevant to the enquiry in 
hand. 

(e) M/s. Hindustan Aluminium was asked to furnish copies of the report, if any, given by 
Shri G.D. Birla in respect of the foreign trips referred to in the Board minutes of the 
company dated 15th Dec., 1970 and 28th September, 1971. In case there were no written 
reports oMhe same were very lengthy, the company was asked to furnish brief details of 
the comppiy’s work transacted by him. Here too, the company did not furnish the 
requisite information on the ground that it is not relevant to the enquiry in hand and is 
outside the powers of the Commission. 

(f) M/s. Birla Industries Provident Fund Institution and Birla Brothers Pvt. Ltd. Provident 
Fund Institution were asked to frusnih the names of the companies who are members of 
their Provident Funds, but the requisite information was not furnished on the ground 
that it is not relevant for the purpose of the enquiry in hand. 

(g) M/s. Eastern India Service and Marketing Co. Ltd. was asked to furnish details of its 
receipts on account of rent and service charges for the year ended 31st March, 1971. The 
Company was also asked to intimate the basis of the charges realised specifically for each 
type of service rendered. It was necessary to know the details of the receipts to enable 
the Commission to know as to whether the bulk of the receipts of this company were 
from Birla Group of Companies or otherwise. Similarly, the basis of the charges levied 
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would have enabled the Commission to know as to whether the charges are being levied 
on any reasonable and commercial basis or merely on some ad hoc basis. The company 
did not furnish the requisite information and merely stated that they are advised that it 
is not relevant to the enquiry under Section 22(3)(b) in the case of M/s. Kesoram 
Industries. 

(h) M/s. Birla Jankalyan Trust, Sewa Nidhi Trust and Sukriti Trust were required to furnish 
some information which would have enabled the Commission to determine as to who is 
controlling these trusts. These trusts did not furnish the requisite information. 

10. On the basis of my preliminary report and having regard to the facts and circumstances 
referred to in the preceding para tbe Commission approved the issue of summons under Section 12 
to M/s J.C. Mills, Hindustan Aluminium, Birla Consultants, Century Spinning, Hindustan Motors, 
Orient Paper, Birla Industries Provident Fund Institution, Birla Bros Pvt. Ltd. Provident Fund 
Institution and M/s. Eastern India Services and Marketing Co. Ltd., with a view to compelling these 
parties to furnish the information referred to in the preceding para. In some cases these companies 
were also required under these summons to produce certain records for inspection which were 
considered necessary for the purpose of investigations into question of inter-connection. After 
considering my report the Commission also issued summons under section 12 of the Act to M/s Birla 
Jute and Sirpur Paper primarily with a view to collecting detailed information regarding the duties 
and functions of the Advisors of these companies and the exact role which they were playing in the 
control and management of such companies. Summons under Section 12 of the Act were also issued 
to M/s Birla Jankalyan Trust, Sewa Nidhi Trust and Sukriti Trust requiring them to furnish some 
information about their Trusts. 

Hearings before the Commission 

11. M/s Birla Jute, M/s Eastern India Services and Marketing Co. Ltd., Birla Bros. Pvt. 
Ltd. Provident Fund Institution, Birla Industries Provident Fund Institution, Sewa Nidhi Trust 
and Sukriti Trust complied with the summons under Section 12 referred to in the preceding para and 
furnished the requisite information. M/s Orient Paper, Sirpur Paper, Hindustan Motors and Birla 
Jankalyan Trust, however, made detailed written submissions before the Commission in regard to 
these summons and requested that the summons in question may be recalled. They also requested 
for a personal hearing before the Commission. The Commission granted personal hearings to 
these four parties on 9th and 10th May, 1972 and thereafter, passed an order on 12th May, 1972, 
rejecting the contentions of M/s Hindustan Motors, Orient Paper and Sirpur Paper. Fresh dates 
for compliance of summons under Section 12 were fixed by the Commission in the cases of these 
parties. In the case of M/s Birla Jankalyan Trust, as they had filed a copy of the trust deed and had 
made it clear during the course of the personal hearing that no donations were received by them, 
the Commission decided that they need not answer any further questions in compliance to the sum¬ 
mons. So far as M/s J.C. Mills, Century Spinning and Hindustan Aluminium are concerned, they 
did not comply with the summons under Section 12 of the Act but instead raised legal contentions 
regarding the validity and scope of the summons and requested the Commission to reconsider the 
position. After due consideration, the various contentions raised by these companies were rejected 
by the Commission and fresh dates for compliance of summons were fixed in their cases. 

Writ Petitions by some selected companies 

12. M/s Orient Paper and M/s Sirpur Paper moved Civil Miscellaneous and Writ Petitions 
under Article 226 of ihe Constitution of India before the Delhi High Court and obtained orders 
staying the operation of the Commission’s order dated 12th May, 1972 (referred to earlier) which was 
passed in pursuance of the summons and letters dated 14th April, 1972. The High Court passed 
these orders on 14th June, 1972 and 26th June, 1972 respectively. Similarly, M/s. Hindustan Motors 
moved a Writ Petition under Article 226 of the Constitution of India and a Civil Miscellaneous 
Petition before the Calcutta High Court on 12th June, 1972 and obtained an ad-interm order of 
injunction of staying all proceedings before the M.R.T.P. Commission pursuant to the order dated 
12th May, 1972 for a period of six weeks. Thereafter, M/s Century Spinning, Hindustan Alumini¬ 
um and J.C. Mills requested the Commission to defer the compliance of the summons under Sec¬ 
tion 12 in their cases till the disposal of the stay application in the case of M/s Orient Paper Mills 
by the Delhi High Court. Their prayer was granted by the Commission. The Writ Petitions of M/s 
Orient Paper and M/s Sirpur Paper, referred to earlier, came up for admission finally on 1st August, 
1972 before the Delhi High Court and after hearing, were dismissed by the Court. There¬ 
after, M/s Orient Paper, Sirpur Paper, Century Spinning, Hindustan Aluminium and M/s Jijajeerao 
Cotton Mills Ltd. have formally complied with the summons under Section 12 referred to earlier 
and the matter has been discussed in the succeeding paras. 
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So far as the Writ Petition in the case of M/s Hindustan Motors Ltd., is concerned, the stay order 
was subsequently extended by the High Court. The Writ Petition was dismissed by the Calcutta 
High Court in March 72. 

13. After the submission of the preliminary report by me to the Commission, the Depart¬ 
ment of Company Affairs by its letter dated 5th April, 1972, rejected the claim of M/s India Lino¬ 
leums Ltd. for exemption under Section 21(4) of the Act and requested the Commission to proceed 
with its inquiry. The department of Company Affairs in May, 1972 referred the application of M/s 
Century Spinning & Mfg. Co. Ltd. under Section 21(3)(b) of the Act to the Commission for inquiry 
and report. This company had already been selected earlier by the Commission for detailed study. 
As a result of its inquiry into the application of this company, the Commission directed me to include 
M/s Bharat Commerce and Industries Ltd. (hereinafter referred to as Bharat Commerce) and M/s 
Zuari Agro Chemicals Ltd. (hereinafter referred to as Zuari Agro) also for the purpose of the detailed 
inter-connection study. The names of these companies appear at S. Nos. 11 and 12 of Annexure 
‘C’ and all these 12 companies will hereinafter be referred to as ‘selected companies’. Subsequently 
M/s Gwalior Rayon and Hindustan Aluminium have withdrawn their applications under Sections 
22 and 21 of the Act and necessary orders were passed on 23rd November, 1972 and 17th February, 
1972 respectively. The application of M/s Birla Jute under Section 22(3)(b) of the Act was referred 
to the Commission for enquiry and report by the Central Government on 19th January, 1973. The 
scope of the detailed inter-connection study covering twelve selected companies has, however, not 
been modified by the Commission and as such remains unchanged. 

Second Report on Inter-connection 

14. As a result of the scrutiny of the material collected upto September/October, 1972, the 
second report on the inter-connection of the first ten selected companies (excluding M/s Bharat 
Commerce and Zuari Agro) was submitted by me to the Commission on 18th October, 1972. After 
considering this report, the Commission issued summons under Section 12 of the Act to all the 
selected companies (except M/s Hindustan Motors where a writ petition was pending) on 27th Nov¬ 
ember, 1972, calling for information relating to the various bank accounts of these companies, the 
names of the persons who were/are authorised to operate such accounts, details of the long/short 
term loans above Rs. 50,000/- which were advanced by these companies to other parties during the 
Calendar Year 1971. In the cases of M/s Hindustan Aluminium, Gwalior Rayon, Century Spinning 
and J.C. Mills, some additional information was also called for. In the cases of the first two com¬ 
panies, they were required to produce certain documents for inspection. The Coinmission also 
issued summons under Section 12 of the Act to the various members of the Birla Family as well as 
to S/s. D.P. Mandelia and S.P. Mandelia calling for information regarding their visits to foreign 
countries during the Calendar Years 1970, 1971 and 1972. Another set of summons under Section 
12 were issued to the selected companies (excluding M/s Hindustan Motors and Sirpur Paper) on 
18th December, 1972, calling for information relating to certain executives of these companies who 
were also holding important posts in some other companies believed to be inter-connected, details 
of the arrangements for guaranteeing/counter guaranteeing the loans and borrowings of these com¬ 
panies, details of new borrowings guaranteeing arrangements entered into with any banks/public 
financial institutions during the Calendar Years 1970, 1971 and 1972, details of the actual expenses 
incurred by the Chairman/Directors/Advisors of these companies or for them relating to the Com¬ 
pany’s work for the Calendar Year 1971 etc. 

15. So far as M/s Bharat Commerce, Mysore Cement, Zuari Agro and Sirpur Paper are 
concerned, they complied with the summons issued to them. M/s Kesoram Industries, Birla Jute, 
Orient Paper, Century Spinning, Hindustan Aluminium, Gwalior Rayon and J.C. Mills, however, 
contended that all the queries made in these two sets of summons are not relevant to the enquiries 
before the Commission. M/s Century Spinning, Hindustan Aluminium, Gwalior Rayon and J.C. 
Mills raised other legal contentions also. M/s Kesoram Industries further submitted that the Commis¬ 
sion may assume, for the limited purpose of the disposal of its application pending before the Com¬ 
mission, that the applicant company is ‘inter-connected’ as alleged. M/s Century Spinning, Hindus¬ 
tan Aluminium and Gwalior Rayon further submitted that further enquiry may be proceeded 
on the assumption that these companies are inter-connected with other concerns stated to be be¬ 
longing to the “Birla Group of Companies” in the Dutt Licensing Enquiry Committee Report. These 
companies, however, made partial compliance in resect of the queries which they considered 
as relevant to the enquiries pending before the Commission. Barring M/s J.C. Mills, all these com¬ 
panies asked for a personal hearing before the Commission. 

Hearings before the Commission 

16. M/s Birla Jute and Orient Paper were granted hearings by the Commission on 8th Febm- 
ary, 1973 and M/s Kesoram Industries on 9th February, 1973. M/s Century Spinning, Gwalior 
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Rayon and Hindustan Aluminium were given hearings by the Commission on 20th February, 1973. 
The main contentions referred to earlier were reiterated by the representatives of these companies 
before the Commission. In the case of M/s Birla Jute, Shri B.P. Khaitan submitted before the 
Commission that it ma> assume for the limited purpose of the disposal of the company’s application 
that the applicant as ‘inter-connected’ as alleged. The Commission passed interim orders in the 
case of M/s Birla Jute and Kesoram Industries on 28th Feb. ’73. It was stated in the interim orders 
that it is not possible for the Commission to proceed on the basis of any assumption for the purpose 
of submitting its report to the Central Government. The petitioner companies are, however, at 
liberty to amend their applications under Section 22(3)(b) in the form as prescribed under Mono¬ 
polies and Restrictive Trade Practices Rules, 1970 so as to state the names and addresses of all inter¬ 
connected undertakings. The Commission stated that in view of the fact that ‘inter-connection’ 
involves other undertakings as well, the applicant company may also file with the Central Govern¬ 
ment their letters of consent on the question of inter-connection. Final hearings were fixed in these 
two cases for 15th March, 1973. In the case of M/s Orient Paper, the Commission rejected all the 
contentions of the petitioner Company by its order dated 28th February, 1973 and fixed 14th March, 
1973 as the fresh date for compliance. In the cases of M/s Century Spinning, Hindustan Alumi¬ 
nium and Gwalior Rayon, a common interim order was passed by the Commission on 28th Feb., 73 
stating that it is not possible for the commission to proceed on the basis of any assuniption for the 
purpose of submitting its report to the Central Government. The petitioner companies are, how¬ 
ever, at liberty to amend their applications under Sections 21(3)(b)/22(3)(b) in the forms as pres¬ 
cribed under Monopolies and Restrictive Trade Practices Rules, 1970 so as to state the names and 
addresses of all inter-connected undertakings. The Commission stated that in view of the fact that 
‘inter-connection’ involves other undertakings as well, the applicant companies may also file with 
the Central Government their letters of consent on the question of inter-connection. Further hearing 
was fixed for 14th March, 1973. 

17. So far as M/s Birla Jute and Kesoram Industries are concerned, further hearings took 
place before the Commission on 15th March and 16th March, 1973 respectively. The representatives 
of these companies stated that they were willing to amend their applications under Section 22 of the 
M.R.T.P. Act filed before the Central Government in the manner indicated by the Commission. 
So far as the question of filing letters of consent from other undertakings which would become inter¬ 
connected for the limited purpose of the disposal of this applications is concerned, it was 
submitted that the Commission may directly write to such companies on the subject. In both these 
cases, the date of compliance was finally fixed as 9th April, 1973. So far as M/s Century Spinning, 
Hindustan Aluminium and Gwalior Rayon are concerned, their representative stated before the 
Commission that they are not piepared to amend their applications under Sections 21/22 of the 
M.R.T.P. Act in the manner indicated by the Commission. Later on, the representative of these 
companies, Shri E.B. Desai, had a discussion with me on 28th March, 1973 and thereafter, agreed 
to advise these companies to amend their applications under Sections 21/22 in the manner indicated 
by the Commisaion. Shri Desai, however, stated that so far as the letters of consent from other 
undertakings are concerned, the Commission may write to such undertakings directly on the sub¬ 
ject. 

Amendment of applications U/s 22/21 

18. M/s Birla Jute and Kesoram Industries have since written to the Central Government 
amending their applications under Section 22 of the M.R.T.P. Act, 1969 on the lines discussed above. 
Copies of these applications (which have been sent to the Commission also) form Annexures D1 
and D2 to this report. M/s Century Spinning, Hindustan Aluminium and Gwalior Rayon have also 
amended their applications under Sections 21/22 filed earlier with the Central Government, in the 
manner discussed above and these form Annexures D3 to D5 to this report. In view of these amend¬ 
ments, the Commission wrote to all other undertakings, which would according to these applications 
be treated as inter-connected with them, asking them to file their letters of consent and/or their 
objections, if any. The companies mentioned in Annexure D6 have filed their letters of consent 
whereas the companies mentioned in Annexure D7 have neither filed their letters of consent nor 
raised any objections within the specified period. Only M/s Zuari Agro has filed its objection in the 
matter. 

19. It may, however, be mentioned that M/s Birla Jute have since submitted their reply on 
the remaining points and M/s Orient Paper have also in compliance to the summons furnished the 
requisite information. So far as M/s Kesoram Industries, Century Spinning, Hindustan Aluminium, 
Gwalior Rayon and J.C. Mills are concerned, in view of the above developments they have not com¬ 
plied with the summons on the outstanding points. In view of this, some of the material which was 
considered as relevant for the purpose of inter-connection is not forthcoming and the present report 
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is being submitted after analysing the available material. It may be stated that the question as to 
whether the amended applications of the applicant companies meet the requirements of law or not 
is a matter for the consideration of the Commission/Central Government. 

Legal aspect of inter-connection 

20. The question of inter-connection of selected companies has to be examined in the light 
of provisions of Section 2(g) of the Act. The matter can be examined having regard to the provi¬ 
sions of clause (c) of sub-section (iii), sub-section (vi) and paragraph (c) of Explanation to Section 2 
(g) of the Act. So far as clause (c) of sub-section (iii) of Section 2(g) is concerned, it refers to the 
expression ‘same management’ within the meaning of Section 370 of the Companies Act, 1956. 
Apart from other things, two bodies corporate shall be deemed to be under the same management 
(i) if a majority of Directors of the one body corporate constitute, or at any time within the six months 
immediately preceding, constituted a majority of the directors of the other body or (ii) if one or more 
directors of the body corporate while holding, whether by themselves or together with their rela¬ 
tives, the majority of shares in that body corporate also hold, whether by themselves or together 
with their relatives, the majority of shares in the other body corporate. 

Sub-section (vi) Section 2(g) refers to undertakings being owned or controlled by the same 
person or group of persons. We can thus have undertakings which are controlled by the same person 
or ^oup of persons. Paragraph (c) of Explanation to Section 2(g) states that two or more under¬ 
takings shall be deemed to be inter-connected if inter-connected undertakings referred to in sub¬ 
clause (a) and persons, relatives or firms referred to in sub-clause (b) jointly or severally, own, 
manage or control the other. According to this two or more undertakings shall be deemed to be 
inter-connected if they are managed or controlled jointly or severally by inter-connected undertakings 
and one or more individuals together with their relatives. 

21. The word ‘control’ is neither defined in the Companies Act, 1956 nor in M.R.T.P. Act, 
1969. According to Compact Oxford Dictionary, the word ‘control’ means “the fact of controlling 
or of checking and directing action, the function or power of directing and regulating, domination, 
command, sway”. It would thus appear that ‘control’ over certain undertakings by a group of per¬ 
sons or by inter-connected undertakings and certain individuals together with their relatives will have 
to be inferred from the circumstances of each case. One mode of control would be control over 
equity shares of such undertakings. An analysis of the shareholders of the selected companies was, 
therefore, attempted with a view to ascertaining the extent of control over equity shares which is 
being exercised by a group of persons or inter-connected undertakings and individuals together with 
their relatives. The names of the shareholders holding more than 10,000 equity shares in the selec¬ 
ted companies were obtained by me from some of these companies. In some cases 
the information regarding shareholders was obtained and/or supplemented from the records of the 
Registrars of Companies concerned. A preliminary scrutiny of such details revealed that a large 
number of shares in such companies were held, apart from the public financial institutions (including 
nationalised banks) by (i) S/s. G.D. Birla, R.D. Birla, B.M. Birla, B.K. Birla, G.P. Birla, K.K. Birla, 
M.P. Birla, S.K. Birla, Aditya Vikram Birla, Ashok Vardhan Birla, D.P. Mandelia and K.G. Mahesh- 
wari (referred to as ‘group’ which matter has been discussed in para 75 below) along with their rela¬ 
tives as defined in Sections 2(41) and 6 of the Companies Act, 1956 (ii) Some Birla Group of 
Companies as per ILPIC’s report (hereinafter referred to as ‘Birla Group of Companies’ for facility 
of reference) and (iii) Registered Societies and/or banks/senior excutives of Birla Group of Compa¬ 
nies on behalf of trusts and registered societies. 

Basis of Share analysis of other Birla Group of Companies 

22. In view of the fact that some Birla Group of Companies referred to in item (ii) of the 
preceding para are holding large blocks of shares in the selected companies, it became necessary to 
make an analysis of the shareholding pattern of such companies with a view to ascertaining as to 
whether such companies are being managed/controlled by a group of persons, inter-connected 
undertakings etc. In view of the fact that some important shareholders of such companies were 
some other Birla Group of Companies, the number of companies requiring detailed analysis had 
to be further enlarged. I have finally analysed the shareholdings of 38 such Birla Group of Com¬ 
panies (excluding selected companies dealt with separately) in the form of analysis sheets prepared 
separately for each company. These analysis sheets form Annexure ‘El’ to this report. So far as 
these analysis sheets are concerned, the following points need mention here:— 

(1) Only such Birla Group of Companies have been analysed in this report as are relevant for 
the purpose of establishing inter-connection amongst the selected companies. Annexure ‘El’ there¬ 
fore does not include all the Birla Group of Companies which are inter-connected undertakings. 
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(2) The analysis sheets have been prepared on the basis of the details of the shareholdings as 
furnished by the respective companies. In some cases where the information was not available 
and/or was incomplete, the same has been supplemented from the annual returns submitted by the 
companies to the Registrars of Companies concerned. Care has, however, been taken to ensure 
that the analysis of the shareholdings is on a date subsequent to 1st June, 1970. 

(3) In most of the companies, the analysis of shareholdings has been done over specified 
limits. In most cases the details of shareholdings were availabe only for holdings above 1 % of the 
total share capital. In view of this, the number of actual shares controlled by the ‘group’ is likely 
to be more that what has been shown in these analysis sheets. 

(4) The names of the Directors have been shown on the basis of the latest available printed 
annual reports of such companies. Where the relatives of the members of the ‘group’ are Directors 
in these companies, their precise relationship with such persons has been indicated even in the cases 
of persons who are not relatives as defined in Sections 2(41) and 6 of the Indian Companies Act, 
1956. It is pertinent to mention here that even if they are not relatives of the members of the group 
as defined under the Indian Companies Act, 1956, the fact remains that their relationship with these 
persons enables the ‘group’ to exercise control over the affairs of the companies concerned through 
them. 


(5) In some cases the Senior Executives of the Birla Group of Companies are serving as Direc¬ 
tors of some of these companies. The important positions held by such Executives in other Birla 
Group of Companies have been indicated against item (i) of the analysis sheet. Some of these Senior 
Executives are also acting as Trustees of the Private Trusts and/or in respect of Public Trusts con¬ 
trolled by the ‘group’ (which matter has been separately discussed in para 23 below). These facts 
have also been indicated in the analysis sheets. Some of these Senior Executives are also acting as 
Directors of several other Birla Group of Companies. The names of such companies have not been 
indicated in item (i) of the analysis sheet as that would have made such analysis sheets unduly bulky. 
Where, however, the Senior Executives are serving as Managing Directors/Whole-time Directors 
of certain Birla Group of Companies the fact has been indicated against item (i) If the analysis sheet. 

(6) The Senior Executives of Birla Group of Companies who are occupying important posi¬ 
tions in such companies and who seem to enjoy the confidence of the ‘group’ by virtue of the fact 
that they have been appointed as trustees in private or public trusts controlled by the ‘group’ have 
been referred to in the analysis sheets as well as elsewhere in this report as ‘trusted employees of the 
group’. 

(7) The shareholdings of L.I.C., Public Financial Institutions, Nationalised Insurance Com¬ 
panies and other insurance companies have been shown against item 3(a) of the analysis sheet merely 
with a view to indicate the extent of control which is being exercised by such bodies over these com¬ 
panies. 


(8) So far as the shareholdings of the banks are concerned, it may be that some of the shares 
are held by them on behalf of their constituents. Important blocks of shares held by banks have 
been analysed from this angle. Smaller shareholdings have, however, not been analysed and have 
been treated as shareholdings of the banks. This would only mean that the voting power of the 
public financial institutions in a particular company may in some cases be slightly less than what 
has been actually shown in the analysis sheet. 

(9) The share analysis has been made only in respect of the shares which carry any voting 
rights. The total number of such shares in the case of each company has been indicated against 
item 2 of the analysis sheet. 

(10) The shareholdings of the members of the ‘group’ along with their relatives as defined in 
the Companies Act, 1956 have been shown against item 3(b) of the analysis sheet. It has been possible 
to prepare the lists of relatives of only three important members of the ‘group’ viz. S/s. G.D. Birla, 
R.D. Birla, and B.M. Birla on the basis of the details as furnished by the major Birla Group of Com¬ 
panies in their applications for registration under Section 26 of the Act. These lists appear as 
Annexure ‘E2’, ‘E3’ and ‘E4’ to this report. It may be mentioned here that even these lists are not 
complete so far as the relatives of their wives are concerned. 

(11) Item 3(d) of the analysis sheet shows the shareholdings of:— 

(i) Trustee employees of the ‘group’ (referred to in item 6 above). 

(ii) Banks where the shares are held by them on behalf of trusts controlled by the ‘group’. 
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(iii) Registered Societies controlled by the ‘group’. 

(iv) Trusts controlled by the ‘group’ where shares have been registered in violation of the 
provisions of Section 153 of the Indian Companies Act, 1956 in the names of such trusts. 

So far as shareholdings of item (i) above are concerned, reasons have been given in each case 
for treating such shares as controlled by the ‘group’. In the case of shareholdings of item (ii) above 
where the trusts are controlled by the group, the shares have been treated as controlled by the ‘group’. 
Similarly, the shareholdings of Registered Societies (item (iii) above) controlled by the ‘group’. 
have been treated as controlled by the ‘group’. Where the trusts are controlled by the ‘group’, 
their shareholdings, even in violation of Section 153 of the Indian Companies Act, 1956, have 
been treated as controlled by the ‘group’. 

(12) Scrutiny of share analysis of selected as well as other companies which have been analy¬ 
sed has shown that inter-corporate investments are sometimes ‘circular’ in nature or ‘in chain 
arrangements’. In general where the undertakings are controlled by the ‘group’, the inter-corporate 
investments of such undertakings have been treated as controlled by the ‘group’. 

(13) The percentage of voting power controlled by the ‘group’ has been indicated against item 4 
of the analysis sheet. 

(14) In the remarks column of the analysis sheet (item 5) some other material has been fur 
nished to support the finding regarding control by the ‘group’. The investments made by a company 
in other Birla Group of Companies have been indicated with a view to show their close nexus. In 
some cases details of proxies have been shown again, with a view to support this finding. It is perti¬ 
nent to mention here that only Proxy Registers of selected companies were analysed and as such this 
information is of a limited nature and has been furnished only where it is available. 

(15) The facts that a particular Director/Shareholder is a Senior Executive in other Birla 
Group of Companies and/or that the Company in question has made most of its investments in other 
Birla Group of Companies have been considered as a piece of evidence for the purpose of establishing 
inter-connection and the finding as to whether certain companies are inter-connected undertakings 
or not has been arrived at having regard to the provisions of Section 2(g) of the Act. 

(16) Companies which have been analysed in Annexure ‘E’ are considered as inter-connec¬ 
ted undertakings as they are being controlled by the same group of persons. No separate analysis 
sheets have been prepared for their subsidiaries as when a holding company becomes an inter-connec¬ 
ted undertakings, its subsidiary would also become an inter-connected undertaking in terms of Sec¬ 
tion 2(g) (iii) (b) of the Act. A list of 10 subsidiary companies which have become inter-connected 
undertakings by virtue of the above provision of the Act appears as Annexure ‘E5’ to this report. 

Trusts and Registered Societies 

23. An analysis of the shareholdings of the Senior Executives of the Birla Group of Com¬ 
panies revealed that in several cases they are holding shares on behalf of certain Trusts. Similar¬ 
ly, some banks have intimated that they are holding shares on behalf of some trusts. There were 
certain Registered Societies which are holding shares in Birla Group of Companies. As these trusts 
and registered societies appeared to be connected with the ‘group’ it was considered necessary to fur¬ 
ther analyse such trusts and societies whose number came to 5T A list of such trust and societies 
forms Annexure ‘F’ to this report. With a view to ascertaining whether these trusts/societies are 
being controlled by the ‘group’ or not, information regarding their constitution, pattern of invest¬ 
ments and donations etc. was collected from them through a questionnaire (Annexure ‘G’). An 
analysis of such trusts/societies has been made having regard to following considerations:— 

(1) The names of their settlors, 

(2) Names of the beneficiaries in the case of private trusts. 

(3) Names of the original and present trustees. 

(4) Constitution of the trust and registered societies particularly with reference to the clauses 
showing dominion/control by settlor and his family and/or their descendants, 

(5) Pattern of investments by the trusts/societies, and 

(6) Proxies, if any, given by the trusts/societies. 

Such an analysis has revealed that 18 Private Trusts are being controlled by the ‘group’. De¬ 
tailed reasons for holding such trusts as controlled are given in Annexure ‘H’. Similarly, there are 
24 Public Trusts/Registered Societies which are controlled by the ‘group’. Separate analysis sheets 
have been prepared for each Public Trust/Registered Society and appear as Annexure ‘I’ to this 
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report. As regards the analysis, it may be mentioned that most of the trusts/societies have not fur¬ 
nished details of proxies given by them on the basis that no record has been maintained. This 
deficiency could be made good by me only partially by a scrutiny of the proxy registers of the selec¬ 
ted companies. There is another important point which needs mention here. Some of the trust 
have valued the shares received by them as gift/donation merely on the basis of their registration and 
other incidental expenses. This gives a rather misleading picture as shares having large face/market 
values have been shown at negligible values. In view of this, the face value of such investments has 
been separately shown by me in the relevant analysis sheets. 


Basis of share analyses of selected companies 

24. An analysis of the shareholding pattern of the ten selected companies has been made 
broadly on the basis discussed in para 22 above except that item (5), as appearing in the analysis sheet 
discussed earlier, has been omitted. A new item (5) has been introduced in the analysis sheet per¬ 
taining to selected companies and this briefly refers to other evidence which is considered as relevant 
for the purpose of establishing inter-connection. Such evidence has been discussed in detail in subse¬ 
quent paras of this report. 

Shareholdings of Public Financial Institutions & Foreign Collaborators 

25. The shareholdings of the public financial institutions such as L.I.C., U.T.I. and nationa¬ 
lised banks and insurance companies have been separately shown with a view to clearly indicate as 
to what is the extent of control of such bodides over these companies. In this connection there is 
another important point which needs mention here. The Industrial Licensing Policy Enquiry Com¬ 
mittee had in para 2-17 of their report evolved the concept of “effective equity”. This concept 
was based on the fact that in many large companies, a significant part of the equity is held by large 
shareholders who are known not to interfere in their management and internal affairs. It was further 
stated that the most important among them are State-owned or State-sponsored financial institutions 
(like IFC, ICICI, LIC and UTI) and Central and State Governments. The ILPIC had also con¬ 
sidered the equity participation by foreign collaborators, the collaborating concerns and other 
non-resident shareholders who usually adopt a policy of non-interference in the internal 
management of the company. The Committee had, therefore, thought it fit to exclude the share¬ 
holdings of such passive shareholders to arrive at what was called the ‘effective equity’ 
relevant for determining the controlling concept in a company. There has been a change 
in position so far as the State-owned or State-sponsored financial institutions like IFC, ICICI, LIC 
and UTI are concerned, in as much as, at least in theory, they cannot now be termed as a category 
who are known not to interfere in the management and internal affairs of companies. Further 
nationalised banks and insurance companies have been added to this category. In view of this it 
is arguable whether the shareholdings of public financial institutions, nationalised banks and insurance 
companies can be excluded while determining the ‘effective equity’. The fact, however, remains that 
(hese shareholders form a separate category and as such normally we would have three distinct cate¬ 
gories viz., (a) shares controlled by public financial institutions, nationalised banks and insurance 
companies (b) shares controlled by a ‘group’ and (c) shares held by the public at large. I would 
submit for the consideration of the Commission that if in a company a ‘group’ controls more than 
what is separately controlled by (a) and (c) categories above, it can be reasonably inferred that the 
company is controlled by that ‘group’. This is particularly true as category (c) represents a mass of 
shareholders who are diffused and are not organised as a group. So far as the equity participation 
by the foreign collaborators, the collaborating concerns and other non-resident shareholders is con¬ 
cerned, the consider ations which weighed with the ILPIC for deducting such shares before arriving 
at the ‘effective equity’ still held good. I would further submit for the consideration of the Com¬ 
mission that foreign collaborators who have been, year after year, giving proxies in favour of the exist¬ 
ing management cannot be considered as passive or ineffective shareholders and in fact can be con¬ 
sidered as the ‘foreign associates’ of the existing management. 


Public Trustees 

26. Sub-section (1) of Section 187B of the Indian Companies Act, 1956 lays down that where 
any shares in a company are held in trust by a person (referred to as trustee), the rights and powers 
(including the rights to vote by proxy) exercisable at any meeting of the company or at any meeting 
of any class of members of the company shall cease to be exercisable by the trustee as such member 
and become exercisable by the Public Trustees. In view of this, the voting rights in respect of shares 
to which the provisions of Section 153-B of the Indian companies Act, 1956 apply, would vest with 
the Public Trustee. It may be that in actual practice the Public Trustee has not exercised his voting 
rights in respect of such shares, but in item (5) of the analysis sheet, the voting power of the ‘group’ 
has been separately shown after excluding the voting power of the Public Trustee. 
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Results of share analyses of selected companies 

27. Separate analysis sheets have been prepared for all the selected companies and form An- 
nexure J1 to J12 to this report. So far as the share analysis is concerned, it is pertinent to men¬ 
tion here that for the purpose of ascertaining control by the group over the equity capital of a company, 
we have to consider not only the shares which are registered in the names of the members of the ‘group’ 
along with their relatives (shown against item 3 (b)) but also shares registered in the names of under¬ 
takings which are controlled by the ‘group’ (shown against item 3(c)) and shares registered in the names 
of trusted cmployees/banks/registered societies/trusts controlled by the ‘group’ (shown against item 
3 (d)). Proceeding on this basis, the following position has emerged from the analysis sheets of the 
selected companies. 

(1) J.C.Mills—Ths percentage of shares held by the L.I.C., U.T.I. and other public financial 
institutions etc. (item (3) (a)—Annexure Jl) to the total voting power of the company came to only 
about 1-6. According to item 4 of Annexure ‘Jl’, the percentage of voting power controlled by the 
‘group’ came to 90-66. The voting rights in respect of 4,66,490 equity shares of the company vest 
in the Public Trustee. These shares include (a) 3,75,000 shares owned by Birla Jankalyan Trust, 
but registered in the name of the United Commercial Bank, Calcutta and (b) 91,490 shares owned 
by Birla Charity Trust. Out of these, 35,000 shares were registered in the joint names of Svs. L.N. 
Birla and K.K. Birla and 56,490 shares in the joint names of Svs. B.M. Birla and L.N. Birla. Even 
excluding the voting rights in respect of these shares, the voting power of the ‘group’ came to 80-4% 
approximately. 

(2) Gwalior Rayon—The percentages of shares held by L.I.C., U.T.I., other public financial 
institutions etc. (item 3 (a)—Annexure ‘J2’) with reference to the total voting power of the company 
came to 15-94. According to the analysis contained in item (4) of Annexure ‘J2’, tiie percentage of 
voting power controlled by the ‘group’ came to 53*75. 

(3) Birla Jute—The percentage of shares held by L.I.C., U.T.I., other public financial institutions 
etc. (item 3(a)—Annexure ‘J3’) with reference to the total voting power of the company came to 10-42. 
According to the analysis contained in item (4) of Annexure ‘J3’, the percentage of the voting power 
controlled by the ‘group’ came to 46-22. The voting rights in respect of 195,484, equity shares of 
the company vest in the Public Trustee. These shares include 100,484 shares owned by Birla Education 
Trust but registered in the joint names of Svs. G.D. Birla and M.P, Birla, and 95,000 shares owned 
by Shree Krishnarpan Charity Trust but registered in the name of United Commercial Bank, Calcutta. 
Even if the voting power in respect of these shares is excluded, the voting power of the ‘group’ would 
come to 41-31%. 

(4) Kersone Industries —The percentage of shares held by L.I.C., U.T.I., other public financial 
institutions etc. (item 3(a)—Annexure J4) with reference to the total voting power of the company 
came to 23-62. According to the analysis contained in item (4) of Annexure ‘J4’, the percentage of 
the voting power controlled by the ‘group’ came to 45-17. The voting rights in respect of 127,500 
shares which were the beneficial property of Shree Krishnarpan Charity Trust, but were registered 
in the name of United Commercial Bank, Calcutta, vest in the Public Trustee. Even if the voting 
rights in respect of these shares are ignored the voting power of the ‘groiTp’ would come to about 
41%. 


(5) Orient Paper —The percentage of shares held by L.I.C., U.T.I., other financial institutions 
etc. (item 3(a)—Annexure ‘J5’) with reference to total voting power of the company came to 14-96. 
According to the analysis contained in item (4) of Annexure ‘J5’, the percentage of voting power con¬ 
trolled by the ‘group’ came to 55-22. The voting rights in respect of a total of 4,70,063 equity shares 
of the company vest in the Public Trustee. These shares include 2,00,000 shares owned by Shree 
Krishnarpan Charity Trust but registered in the name of United Commercial Bank, Calcutta, and 
2,70,063 shares owned by the Birla Education Trust but registered in the joint names of Svs. G.D. Birla 
and M.P. Birla. Even after excluding these shares, the voting power of the ‘group’ would come 
to 42-92%. 

(6) Century Spinning —The percentage of shares held by L.I.C., U.T.I., other public financial 
institutions, etc. (item 3 (a)—Annexure ‘J6’) with reference to the total voting power of the company 
came to 12-47. According to the analysis contained in item (4) Annexure ‘J6’, the percentage of 
voting power controlled by the ‘group’ came to 49-88. 

(7) Hindustan Aluminium—The percentage of shares held by L.I.C., U.T.I., other public 
financial institutions etc. (item 3 (a)—Annexure ‘J7’) to the total voting power of the company came 
to 4-45. According to the analysis contained in item (4) of Annexure ‘J7’ the percentage of voting 
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power controlled by the ‘group’ came to 31-71. It may be mentioned here that M/s. Kaiser Alu¬ 
minium Chemical Corporation (U.S.A.) and M/s. Kaiser Aluminium & Technical Services( U.S.A.), 
the two foreign collaborators of the company held 19,82,530 and 1,60,800 shares respectively in the 
company. Their total voting power came to 26-67%. They, however, granted proxies in favour 
of Svs. G.D. Birla and A.V. Birla for the Annua! General Meetings of the company held on 5th June, 
1970 and 7th June, 1971. If the voting power of the foreign collaborators, who had granted proxies 
in favour of two members of the ‘group’ is taken into consideration, for the reasons mentioned in 
para 25 above, the voting power of the ‘group’ would increase to 58 - 38 %. Even if the voting power 
of the collaborators is ignored, the percentage of voting power of the ‘group’ with reference to the 
“Effective Equity” comes to 43-2. 

(8) Mysore Cement —The percentage of shares held by L.I.C., U.T.I., other public financial 
institutions etc. (item 3 (a)—Annexure ‘J8’) to the total voting power of the company came to 16-78. 
In addition, the Government of Mysore controlled 13-03% of the voting power. According to the 
analysis contained in item (4) of Annexure ‘J8’, the percentage of voting power controlled by the 
‘group’ came to 25-47. After excluding the shares the voting rights in respect of which vest in the 
public Trustee, the voting power controlled by the ‘group’ would come to 20-32%. It may, however, 
be mentioned here that M/s. Kaiser Jeep International Corporation and M/s. Kaiser Engineers Overseas 
Corporation, both foreign shareholders of the company held 4,53,560 equity shares in the company 
and as such controlled 25 - 20 per cent of the total voting power of the company. These two foreign 
collaborators, however, granted proxies in favour of the President of the company in respect of the 
shares held by them and as such the total voting power of the ‘group’ can be considered as 45 - 52 
per cent. If the voting power of the foreign shareholders is excluded from the equity capital, the 
voting power of the ‘group’ with reference to the Effective Equity would come to 34 - 07 %. 

(9) Sirpur Papers —The percentage of shares held by L.I.C., U.T.I., other public financial 
institutions, etc. (item 3(a)—Annexure ‘J9’) with reference to the total voting power of the company 
came to 21-4. The Government of Andhra Pradesh held 4,28,506 shares which came to 15-75% of 
the total voting power. The voting power controlled by the ‘Group’ in this company came to 8 - 69 % 
(item 4—Annexure ‘J9’). 

(10) Hindustan Motors —The percentage of shares held by L.I.C., U.T.I., other public financial 
institutions etc. (item 3(a)—Annexure ‘JIO’) with reference to the total voting power of the company 
came to 30-9. According to item 4 of Annexure ‘JIO’, the total voting power controlled by the 
‘group’ came to 15-16%. After excluding the shares, the voting rights in respect of which were to 
be exercised by the Public Trustee, the voting power of the ‘group’ would come to 12 • 5 %. 

(11) Bharat Commerce —The voting power controlled by the group in this company came 
to 10-7% (Item 4—Annexure ‘Jll’). 

(12) Zuari Agro —The percentage of shares held by L.I.C., U.T.I., other public financial insti¬ 
tutions etc. (vide item 3(a)—Annexure ‘J12’), to the total voting power of the company came to 4-14. 
According to the analysis contained in item 4 of Annexure ‘J12’ the percentage of voting power con¬ 
trolled by the ‘group’ came to 11-81 (excluding shares held by M/s. Century Spinning but including- 
shares held by M/s. Gwalior Rayon where the ‘group’ has majority control over equity capital). It 
may be mentioned here that M/s. Armour and US Steel Promoter and Foreign Collaborator were 
holding 2,25,000 and 45,00,000 equity shares respectively. Their voting power came to 37% approxi¬ 
mately. Having regard to the facts discussed in item 5 of the Annexure ‘J12’, it is reasonable to treat 
these foreign shareholders as ‘foreign associates’ of the group. On this basis the voting power con¬ 
trolled by the group comes to 48-8%. Even on the concept of ‘Effective Equity” discussed earlier, 
the voting power of the ‘group’ comes to 18- 8%. 

28. It would thus be observed that so far as M/s. J.C. Mills and Gwalior Rayon are concerned, 
the ‘group’ is exercising majority control over the equity capital of these companies. In the cases 
of M/s. Birla Jute, Kesoram Industries, Orient Paper and Century Spinning, the group is exercising 
control over more than 40 % of the equity capital. In the cases of M/s. Hindustan Aluminium, Mysore 
Cements and Zuari Agro, the percentages of voting power controlled by the ‘group’ with reference 
to the Effective Equity came to 43-2 and 33-7 and 18-8 respectively. In the cases of M/s. Sirpur 
Paper, Hindustan Motors and Bharat Commerce, the percentage of control over equity capital by the 
group came to 8 - 57,12- 6 and 10 - 7 respectively. Having regard to the large equity base of the selected 
companies, the fact that the ‘group’ is able to control such large chunks of equity capital itself indicates 
the dominant position of these ‘group’ over these companies. In view, however, of the fact that 
barring the cases of M/s. J.C. Mills and Gwalior Rayon, in all other cases the group is exercising only 
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‘minority control’, it became necessary to analyse other circumstantial evidence with a view to ascer¬ 
taining as to whether the ‘group’ is exercising de facto control over such companies. The circumstantial 
evidence which has been collected by me and which is considered as relevant for the purpose of inter¬ 
connection is discussed in the succeeding paras. As already mentioned in para 19 earlier some of the 
material which was considered as relevant for the purpose of inter-connections is however, no 
forthcoming. 

Chairmen of selected companies 

29. Prior to the abolition of the system of managing agency, Shri G.D. Birla was serving as 
the Chairman of Board of Directors of M/s. Gwalior Rayon and Hindustan Aluminium. Shri G.D. 
Birla has been and is still the Chairman of M/s. Mysore Cements. Similarly, Svs. B.M. Birla and 
R.D. Birla were serving as Chairmen of the Board of Directors of M/s. Hindustan Motors and Century 
Spinning respectively. The same persons are the Chairmen of the Board of Directors of these com¬ 
panies even after the abolition of the system of managing agency. Similar position prevails in the cases 
of M/s. Kesoram Industries, Orient Paper and Birla Jute when Svs. B.K. Birla, G.P. Birla and M.P. 
Birla respectively are, at present, the Chairmen of the Board of Directors. So far as M/s. Bharat 
Commerce is concerned, Shri B.K. Birla was the Chairman of the Board of Directors till July 1967, 
but thereafter there has been no fixed Chairman in this company. M/s. Zuari Agro was incor¬ 
porated under the Companies Act, 1956 on 12th May, 1967. Shri K.K. Birla is the Chairman of the 
Board of Directors of this company. 

Role of Chairmen of selected companies 

30. Investigations have shown that the members of the ‘group’ who are the Chairmen of 
the Board of Directors of most of the ‘selected companies’ are not merely acting as a Chairman who 
merely presides over the meetings of the Board of Directors. In most of the cases, there is some 
direct evidence to show that they are playing an effective role in the management and control of these 
companies as would be seen from the following facts. Certain enquiries which were made for collec¬ 
ting more evidence on this point'but which could not be pursued because of the legal contentions raised 
by some of these companies are also referred to below. It may be mentioned here that this is in addi¬ 
tion to the material referred to in para 54 below where Important decisions were taken in anticipa¬ 
tion of the Board’s approval and could possibly be taken either by the Chairmen or by the Advisors/ 
Special Advisors of these companies. 

M/s. Century Spinning 

(1) Shri R.D. Birla, Chairman undertook a six weeks tour of U.K. and Continent during the 
year 1970 on a good-will mission to renew old contacts with the object of promoting further exports. 
He was accompanied by his wife. No written reports or notes were submitted by him to the company 
on return from the foreign tour. In this connection, it is significant to mention here that the exports 
during the year 1970 were higher as compared to the year 1969 and went down in the years 1971 and 
1972 as would be seen from the following figures :— 


Calendar Year 1969 
Calendar Year 1970 
Calendar Year 1971 
1972 (upto Nov. 72) 


Exports 

Rs. 1,23,00,611 
Rs. 1,55,99,715 
Rs. 1,01,50,885 
Rs. 94,60,180 


It would appear that the visit of the Chairman in 1970 was not justified on export considerations 
(Board minute dated 14th Aug., 1970). 

(2) With a view to ascertaining as to how often Shri R.D. Birla is going out on tours in the 
coimtry on behalf of the company, the company was asked by the Commission to furnish details of the 
travelling and other expenses which were reimbursed to lum. The company did not comply with 
the Commission’s summons dated 18th Dec. ’72. This matter has been referred to in para 19 above. 
In the absence of these details, it has not been possible to pursue this line of investigations further. 


M/s. Gwalior Rayon 

(1) With a view to ascertaining as to how often Shri G.D. Birla, Chairman, is going out on 
tours in the country on behalf of the company, the company was asked by the Commission to furnish 
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details of the travelling and other expenses which were reimbursed to him. The company did not 
comply with the Commission’s summons dated 18th December, 1972. This matter has been referred 
to in para 19 above. In the absence of these details, it has not been possible to pursue this line of 
investigation further. 

(2) The company was asked by the Commission vide its summons under Section 12 dated 11th 
December, 1972 to produce its guest house register for Nagda for inspection. A scrutiny of the 
said register would have shown as to how often the Charirman of the company Shri G.D. Birla 
was visiting the company’s factory at Nagda. If this information was available, the question of the 
purpose of such visits could have been pursued further. The company has, however, not complied 
with the summons and such this line of investingation could not be pursued further. 

(3) The arrangements with the ICICI for a loan in foreign currency equivalent to US $ 7,33,000 
(about Rs. 55 lacs) to meet the cost of importing 60 tonnes of mercury for the caustic soda plant appear 
to have been finalised by the Chairman of the company earlier and the matter was placed before the 
Board of Directors for authorising the deposit of title deeds etc. on 5th November, 1971 (Board’s 
minute dated 5th November, 1971—Annexure ‘Kl’). 


M/s. Orient Paper 

(1) According to Board’s minute dated 2nd April, 1970 of the company, it is necessary to seek 
advice of the Chairman (Shri G.P. Birla) and of the Vice-Chairman (Shri A.L. Goenka) on matters 
relating to ihe business and affairs of the company. The President and other senior ofiicers of the 
company were instructed to seek advice of the Chairman and Vice-Chairman on matters relating to 
the business and affairs of the company. 

(Board’s minute dated 2nd April’ 70-Annexure ‘Kl’) 

(2) According to company’s letter dated 12th March ‘73, Shri G.P. Birla was paid for travelling 
undertaken in connection with the company’s work for 31 days for visiting Bombay and Delhi. As 
there was company’s guest-house in Brijrajnagar, no daily allowance was paid to him during his stay 
for three days at Brajrajnagar. It would thus appear that the Chairman spent 34 days in the Calendar 
Year 1971 touring on behalf of the company. 

M/s. Hindustao Motors 

(1) During the Calendar Years 1970 to 1972, Shri B.M. Birla, the Chairman of the company 
visited U.K., Continent and U.S.A. during the following periods :— 

(i) 26th August, 1970 to 16th November, 1970; 

(ii) 16th September, 1971 to 8th January, 1972; and 

(iii) 21st September, 1972 to 1st December, 1972. 


According to Shri B.M. Birla’s letter dated 27th December, 1972, the said visits were in con¬ 
nection with and for the business of M/s. Hindustan Motors and National Engineeing Industries 
Ltd. Expenses of these visits were paid by these companies as under :— 


Hindustan Motors 

(i) Rs. 39,548 

(ii) Rs. 51,653 

(iii) Rs. 57,570 


National Engineering 

Rs. 39,548 
Rs. 51,653 
Rs. 19,190 


During the course of these foreign visits, Shri Birla had, on behalf of M/s. Hindustan Motors 
Ltd. various discussions with General Motors Corporation, Adam Opel, Marion Power Shovel Co., 
U.S. Industries, Inco. Vauxhall Motors Ltd., M.A.N., U.S. Agency for International Development’ 
etc. with regard to matters arising out of business dealing with them and possibilities of further develop¬ 
ment such as supply of know-how for manufacture of and/or improving production of automobiles, 
trucks, earth moving equipment etc., promoting export sales and discussions with AID authorities 
regarding matters arising out of borrowings and also possibilities of financial assistance. It was 
stated that no written reports were submitted to the company as this has not been the practice but 
results of his visits are reflected in the various efforts of the companies concerned. 


So far as the visit during the Calendar Year 1971 is concerned, enquiries from Reserve Bank of 
India have revealed that Shri Birla had broadly furnished the following justification for his foreign 
trip so far as M/s. Hindustan Motors is concerned. 
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I shall have to visit USA to negotiate with the authorities of Marion Power Shovel Co. the 
revised terms of agreement so as to find out some alternative proposals which would be in line with 
th® Government of India’s approval referred to above. As there is substantial export potentiality 
of this product, I shall have to persuade our collaborators for extension of the agreement enabling us 
to augment our exports and use their trade name HIND MARION.” 

“Against these recommendations, we have already received Import Licence No. P/D 2183333 
^ted 9th June ’71 for Rs. 46,03,500 (Enclosure 5) for the import of components to manufacture 45 
Dunyers, for which orders have already been placed on General Motors Corporation. Licences 
for the components for Crawler Tractors and prototype units are awaited. Application for the sanc¬ 
tion of import licence for the components for the manufacture of Loaders has also been submitted 
and IS under active consideration of the C.C.T. I will have to visit their plants and discuss these 
matters.” 

“In UK I shall meet the senior executives of Vauxhall Motors in collaboration with whom 
we are manufacturing the Hindustan trucks in India. Of late, we have come across certain problems, 
particularly in respect of performance of these trucks on account of using local components and I 
would try to secure their assistance in solving these problems.” 

1 - I 9 West Germany, I shall have to take up the matter of extension of our 

collaboration agreement with M.A.N. for manufacture of cranes in India. We have already made 
applications to the Government of India for their permission to renew the agreement for a period 
of five years, as originally provided in our agreement, which is under active consideration of the 
Government. Our collaborators are willing to renew the agreement on the same terms and conditions, 
which would be evident from their letter dated 5th April, 1971 (Enclosure 6 ). However, I shall have 
to discuss with the authorities of M.A.N. the implications of the various restrictions now being 
imposed by the Government for renewal of such foreign collaboration agreements, so that we can 
mutually agree to such terms and conditions of agreements, which would be acceptable to the 
Government.” 

“While in Germany, I shall have to discuss with Adam Opel regarding possibility of collabora¬ 
tion with them for the manufacture of Opel Cars in India. A proposal in this connection has already 
been submitted to the Government of India which is under their consideration.” 

“I would also like to visit various other European countries for promotion of our export acti¬ 
vities on behalf of the above companies.” 

“I shall have to hold important negotiations with our foreign collaborators and make arrange¬ 
ments for export of our products with the help of our collaborators.” 

(2) During all this three visits Shri B.M. Birla was accompanied by his wife for reasons of health. 

(3) Shri B.M. Birla is a Member of the Business Advisory Committee of Directors which 
matter has been discussed in para 5 below. 

(4) According to Board’s minute of M/s. Hindustan Motors dated 31st March, 1970, “it was 
considered necessary in the interest of the company to seek the advice of the Chairman on matters 
relating to the business and affairs of the company, and it was resolved that Mr. S.L. Bhatter, President 
of the company and Mr. D.C. Lahoty, Secretary and Executive Vice-President of the company, be 
instructed to seek the advice of the Chairman from time to time in matters relating to the business 
and affairs of the company.” 

M/s. Birla Jute 


Shri M.P. Birla, Chairman of the Board of Directors of M/s. Birla Jute visited, U.S.A., U.K. 
and the Continent on behalf of M/s. Birla Jute and other companies as per the details given below :— 


Year 

Countries 

visited 

Period of 
visit 

Names of Companies on 
whose behalf visited 

1970 

• USA, UK & 
Continent 

5-9-70/28-10-70 

Birla Jute Mfg. Co. Ltd. 

1971 

• -do- 

23-10-71 to 

23-12-71 

Birla Jute Mfg. Co. Ltd. 

Bally Jute Co. Ltd. 

Universal Cables Ltd. 

Bihar Alloy Steel Ltd. 

1972 

• UK & the 
Continent 

2-12-72/15-1-73 

-do- 
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M/s. Birla Jute incurred an expenditure of Rs. 96,741 on the above mentioned foreign trips. 
In addition, expenditure to the tune of Rs. 14,860, 24,767 and 9,907 was incurred by M/s. Bally 
Jute Co. Ltd., M/s. Universal Cables Ltd. and M/s. Bihar Alloy Steels Ltd. respectively. M/s. Bihar 
Alloy Steels Ltd. was a subsidiary of M/s. Birla Jute in 1971. The object of the aforesaid tours on 
behalf of the two Jute companies was to ensure sustained jute exports in view of the fall in jute goods 
imports in the customer countries as a result of competition from synthetic manufacturers. 

According to Shri Birla, he was accompanied by his wife in the aforesaid visits to help him to 
develop social contacts with top industrialists and businessmen and their families which were neces¬ 
sary in the interest of the respective companies business and during her visit in 1971, she underwent 
a surgical treatment. It has been stated that there is no practice of making any report to the com¬ 
panies on the foreign visits and as such no report was sent by him to the companies concerned. 

M/s. Hindustan Aluminium 

(1) Shri G.D. Birla as Chairman of the Company undertook the following foreign trips on 
behalf of the company to U.S.A., U.K. and the Continent. The details of the expenses incurred on 


the trips are also furnished along side. 


First visit 1970 

• Mr. Birla 

Details of expenses 

Rs. 26,637-39 


Secretary 

Rs. 17,834-15 

Second visit 1970 • 

• • Mr. Birla 

Rs. 26,519-41 


Secretary 

Rs. 16,721-14 

First visit 1971 

• Mr. Birla 

Rs. 27,391-99 


Secretary 

Rs. 17,731-00 

Second visit 1971 • 

• Mr. Birla 

Rs. 26,706-60 


Secretary 

Rs. 17,755-74 

First visit 1972 

• Mr. Birla 

Rs. 28,515-90 


Secretary 

Rs. 17,046-86 

Second visit 1972 • 

• • Mr. Birla 

Rs. 31,338-05 


Secretary 

Rs. 21,588-31 


The purpose of these visits has been explained by Shri Birla as under :— 


“First visit—1970 

To discuss with various financial institutions and technical collaborators regarding proposed 
Fertiliser Project of the Company at Mirzapur. 

Second visit—1970 

(i) To discuss with Eximbank and other financial institutions regarding foreign exchange 
required for Hindalco’s expansion upto 100,00 tonnes per annum (first phase). 

(ii) To negotiate with Kaiser Aluminium and Kaiser Engineers for preparation of specification 
for the machinery and equipment preparation of estimates of both foreign exchange and 
rupee requirements for submission to Eximbank and Govt, of India, preparation of cash 
flow. Visit to various plants in America and Europe to study latest trend in aluminium 
manufacture with a view to install latest machinery. Find out prices of machinery and 
equipment prevailing in Europe. 

First visit 1971 

To pursue negotiations with Eximbank and to get their approval for US-AID financing a 
portion of the foreign exchange requirements instead of commercial banks. To further discuss with 
Swiss Bank, Deutch Bank of Germany and Bank of London and South America proposal for granting 
credit to Hindalco. 

Second visit 1971 

For finalising the draft of the loan agreements with Eximbank U.S. Commercial Banks for 
submission to Government of India as directed because of recent fluctuations in the foreign exchange 
market in Sterling, Swiss Marks, etc. The whole matter regarding procurement of machinery and 
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equipment from U.K. and Continent out of the free foreign exchange amounting to Rs. 59'21 lacs 
which is the capital participation of our collaborators will have to be reviewed to find out the most 
economical source of purchase. 

First visit 1972 

To explore possibilities of getting foreign exchange loan as also machinery and equipment for 
expansion preferably through Suppliers’ credit. 

Second visit 1972 

Purpose of the visit—-to negotiate and finalise arrangements for supply of machinery and equip¬ 
ment on suppliers’ credit for Hindalco’s expansion.” 

(2) Shri Birla was accompanied by his Secretary during all these visits. During the second 
visit of 1970, he was accompanied by Shri Aditya Birla as the Director of the company along with 
his wife. It has been stated that it is not customary to submit any written reports to the company, 
but the Board was kept informed. 

(3) With a view to ascertaining as to how often Shri G.D. Birla is going out on tours in the 
country on behalf of the company, the company was asked by the Commission to furnish details of 
travelling and expenses which were reimbursed to him by the company. The company did not com¬ 
ply with the Commission’s summons dated 18th December, 1972. This matter has been referred 
to in para 19 above. In the absence of these details, it has not been possible to pursue this line of 
investigation further. 

(4) Shri G.D. Birla was authorised to operate the following important accounts of the com¬ 
pany ;— 

Persons authorised 

(a) F.D. A/c with UCO Bank, Calcutta.Svs. G.D. Birla, D.P. 

F.D. A/c with UCO Bank, Renukoot .... Mandelia and A.V. 

F.D. A/c with Bank of Baroda, Bombay . • • • Birla 

F.D. A/c with State Bank of India 

(b) Cash credit A/c with UCO Bank, Calcutta and Cash Credit —Jointly by any two out of Svs. 

A/c with State Bank of India, Renukoot. G.D. Birla, T.C. Saboo and 

A.V. Birla. 

(c) F.D. A/c with National Grindlay and F.D. A/c with American —Jointly by any two out of 

Express International Banking Corp. Svs. G.D. Birla, D.P. Mandelia 

and A.V. Birla. 

(d) F.D. A./c with United Bank of India • • • • —Jointly by any two out of Svs. 

F.D. A./c with Central Bank of India & G.D. Birla, D.P. Mandelia and 

F.D. A/c with Bank of India.A.V. Birla. 

(e) Cash Credit A/c with UCO Bank, Calcutta • • • -do- 

(5) A scrutiny of the guest-house register of the company at Renukoot for the Calendar Year 
1971 has revealed that Shri G.D. Birla stayed in the guest-house on the following dates :— 

29-1-71 to 4-2-71 
6-3-71 to 12-3-71 
19-8-71 to 21-8-71 
24-12-71 to 26-12-71 

It is pertinent to mention here that during this year Shri Birla was out of India on company’s 
work for a few months. 

(6) Even during a short period of 8th April, 1972 to 20th May, 1972 for which details are 
available (selected as a sample), it appears that the officers of this company at Renukoot had to 
contact Shri G.D. Birla twice on telephone on 23rd April, 1972 and once on 26th April, 1972, 
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M/s. Zuari Agro 

From the information furnished by Shri K.K. Birla, it appears that the following foreign visits 
were undertaken by him in connection with the work of M/s. Zuari Agro during the Calendar Years 
1970 to 1972. 


Period 

Countries visited 

Cost borne by 

, -^-. 

Textile Machinery Zuari Agro 

Corp. Ltd. 

1. 14th Dec. ’70 to 
16th Jan. ’71 

U.K., Continent & 
U.S.A. 

Rs. 13,683 

Rs. 35,958 

2. 12th May to 

26th June ’72 

U.K., Continent & 
U.S.A. 

Rs. 9,749 

Rs. 64,434 (with wife) 


Shri Birla visited Malaysia, Singapore, Hongkong and Japan from 14th July to 10th August, 
1970 in connection with the work of M/s. Textile Machinery Corpoiation and Birla Cotton Spinning 8c 
Wvg. Mills Ltd. There were two other visits in July—^August 1971 and Jan. —Feb. 1972 in connection 
with the work of Textile Machinery Corpn. Ltd. 

According to Shri Birla the visit to USA in 1971 was in connection with the business of M/s. 
Zuari Agro where he held discussions with US. Steel Corporation, foreign directors of Zuari Agro 
Chemicals Ltd. who are in a majority in the Board as also with the financial institutions. During 
the visit to UK he had discussions with M/s. Sannal Orborn & Co. Ltd. who are technical & financial 
collaborators of M/s. High Quality Steels Ltd. The discussions in West Germany were regarding 
M/s. Textile Machinery Corporation. So far as the second visit to USA is concerned, the same was 
in connection with the work of M/s. Zuari Agro. The visits to UK & Continent were regarding M/s. 
Textile Mach. Corpn. Ltd. From the application made to the Reserve Bank of India in November, 
1970 regarding the visit to USA, it appears that it was primarily for manufacturing contracts and 
holding discussions with the foreign collaborators and financiers. It was further stated that the visit 
was essential for enabling the Indian promoters to maintain close contact with the Board of Directors 
of the company which consists of 10 Directors, 6 are Americans nominated by the foreign collaborators 
and the lending institutions and it is, therefore, essential for the Indian promoters to maintain close 
contact with them in order to ensure their continued assistance and cooperation. The following 
further justification was offered for the trip :— 

‘‘A periodical follow-up has to be made jointly with our collaborators and the lending insti¬ 
tutions in U.S. to ensure that the project makes a satisfactory progress and to evolve corrective and 
wonomy measures, wherever necessary, in the implementation schedule so that the project is completed 
in time and also well within the budget. It may be added that all the lending institutions abroad and 
our collaborators have reposed enormous amount of confidence in the sponsoring House in India 
in as much as they have, notwithstanding their own combined majority holding of equity shares, 
preferred to elect Shri K.K. Birla as the Chairman of the company. Such a confidence can be 
strengthened only by consultations from time to time at the Chairman’s level with the collaborators 
and financiers. The last occasion when Shri Birla had personal discussions with them in U.S.A. 
was in October 1969. As more than one year has passed since the last meeting, both U.S. Steel and 
oursel/es felt that it was high time a joint review of the project was arranged. There are numerous 
matters pertaining to organisational aspects and of policy nature which could be best sorted out 
only at a personal discussion so that decisions can be arrived at by all concerned after a thorough 
analysis of every phase of the project.” 

The main points of discussions have been specified as under : 

“(a) Man-power planning at the various stages of construction of the project in the light of the 
organisation schedule originally drawn up and based on current needs. Examination of the ways 
and means for effecting economies/modifications in respect of certain posts in relation with the actual 
work load presently obtaining and the prospective work load. 

(b) Credit policy to be adopted during the seeding programme after a review of the experience 
gathered in this regard, relating to difficulties that have arisen in obtaining and arranging credit faci¬ 
lities from the Government and other financing agencies and the effect thereof on the future credit 
policy. In particular, the importance of considerations of Indian conditions in the field of ware¬ 
housing, transport, communication, banking, etc. will have to be explained at length to the collabora¬ 
tors and the financiers so that a mutually acceptable and practicable policy can be formulated for 
implementation. 
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(c) Review of various pre-operative and capital expenses in detail in comparison with the 
budget and after considering all further developments in the financial and fiscal policies of the 
Government of India. 

(d) Examination of the schedule of draw-down of loans from the lending institutions from the 
point of view of (i) effecting economy by saving of interest (ii) rephasing where it becomes necessary 
and (iii) fulfilment of several per-conditions before various draw-downs as stipulated by the lending 
institutions. 

(e) Formulation of investment policy of surplus funds temporarily in the hands of the company 
after a review of the existing short term investments." 

It has been stated by Shri K. K. Birla that he was accompanied by his wife in the second 
trip. No written reports were submitted by him to the company as this has not been the practice. 
It has been further stated that the results of the visits were informally discussed with the Directors 
and the results of the discussions and various suggestions were communicated to the executive of the 
company. - 

(2) Apart from the foreign travelling expenses, Shri K.K. Birla was reimbursed the following 
expenditure by M/s. Zuari Agro: 

Other expenses 

Rs. P. Rs. P. 

Expenses incurred by Mr. K.K. Birla to meet overseas Directors and 

United States Steel Corporation executives during their visit to India in 

November 1971 (Dinners parties etc.) ...... 8,087.87 

Reimbursement of expenses incurred by Mr. K.K. Birla under Mange- 
ment and Sales Consultants agreement with Birla Bombay Pvt. Ltd. as 
per details in the attached schedule ; 

Lodging, Boarding and Incidental expenses. 6,850.00 

Travelling expenses. 7,370.70 

14,220.70 


Goa-Bombay April 1971 : travelling expenses in connection with plant 

visit and discussion with TECI (i.e. Erectors) . . . . . 128.00 

158.15 


286.15 


Telex message sent by Mr. Birla to Mr. D. M. Roderick Overseas 
Director (Reimbursed to Shree Services & Trading Co.) . . . 121.40 


22,716-12 


Total . . • 31,970-00 


Notes: (1) Expenses relating to 1970 though accrued are shown above as they were paid in 1971. 

(2) Expenses of Mr. Birla’s September 1971 trip to Goa amounting to Rs. 1,377.99 were paid 
in February, 1972 and hence are not included in the above. 

(3) It would be seen from the following instances that all important decisions were taken 
under the guidance and supervision of Shri K.K. Birla and/or important duties and functions for the 
company were performed by him : 

(i) Shri S. N. Gupta wrote a letter to Shri S. B. Saria on 20th February, 1970 regarding 
appointment of Shri Varugis and Shri Dunbar as Managing Director and Technical 
Director respectively. A draft reply to the Company Law Board in connection with these 
appointments was sent to Shri S. B. Saria and Shri K. P. Singhi to get the same 
approved by Shri K. K. Birla and Shri B. P. Khaitan. 

7—7 M of LJ & CA/ND/79 
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(ii) Shri K.K. Birla, wrote a letter to the Secretary, Company Law Board, Deptt. of Company 
Affairs regarding approval of appointment of Shri K.A. Varugis as Managing Director and 
Shri F. Danbar as Technical Director. 

(iii) Shri K.K. Birla wrote a D.O. letter along with a note to Shri D.B. Bandodkar, Chief 
Minister of Goa, Daman & Diu on 25th May, 1970 in connection with water supply to the 
Goa Fertilizer Plant apprising him of the whole situation in this regard and also referring 
to his meeting. 

(iv) Shri K.K. Birla in his D.O. letter dated 30th May, 1970 to Shri Nakul Sen, Lt. Governor, 
Govt, of Goa, Daman & Diu stated that he had met Mr. and Mrs. Sen personally in connec¬ 
tion wi* h water supply to Goa Fertilizer Plant and requested him to look into the matter. 

(v) Shri K.K. Birla again wrote a D.O. letter to Shri Bandodkar regarding water supply. 

(vi) Shri K.K.G. Sikchi in his letter dated 6th June, 1971 to Shri K.A. Varugis, Managing Direc¬ 
tor and Mr. F. Danbar, Technical Director furnished the details of the meeting held in 
New Delhi on 26th May, 1971 with the concerned department in connection with water 
supply to Goa Fertilizer Plant. He had also stated that this matter was also discussed with 
Shri K.K. Birla on 28th May, 1971 and it was felt that it is necessary to sign the water 
supply agreement in its present form but Zuari should safeguard its position by stating 
its reservation in the letter conveying the decision to sign the agreement. 

(vii) Shri K.K.G. Sikchi wrote a letter to Shri K.K. Birla on 12th March, 1970 for sanctioning 
payment of Rs. 6,93,000 to the owners of various plots of land. Further, sanction for 
Rs. 2,43,000 was also asked for purchasing 20 hectares of land. 

(viii) Shri K.K. Birla wrote a letter to Shri K.N. Srivastava, Chief Secretary of Govt, of Goa 
enclosing “copies of his letters dated 25th May, 1970 and 30th May, 70 adoressed to 
Shri D.B. Bandodkar, Chief Minister in connection with water supply to Goa Fertilizer 
Plant. 

(ix) Shri K.K. Birla in his D.O. letter dated 30th May, 1970 to Shri M. Krishanayya, Joint 
Secretary, Ministry of Petroleum & Chemicals & Mines & Metals informed him of the 
whole situation and requested him for expediting the matter regarding water supply. 

i,x) According to Board’s resolution No. 18 dated 8th July, 1970, M/s. K.K. Birla and D.M. 
Roderiche were empowered to frame the Provident Fund Scheme and implement the same 
in consultation with the Solicitors. 

M/s. Kesoram Industiies 

(1) It appears that negotiations with M/s. India Refractories Ltd. for the outright purchase of 
the said undertaking were conducted by the company at the instance of the Chairman of the company. 
The approval of the Board of Directors for making an offer for this outright purchase was obtained 
on 25th May, 1971 (Board’s minute dated 25th May, 1971—Annexure ‘Kl’). 

(2) With a view to ascertaining as to how often Shri B.K. Birla, Chairman, is going out on 
tours in the country on behalf of the company, the company was asked by the Commission to furnish 
details of the travelling and other expenses which were reimbursed to him by the company. The 
company did not comply with the Commission’s summ.ons dated 18th December, 1972. This matter 
has been referred to in para 19 above. In the absence of these details, it has not been possible to 
pursue this line of investigation further. 

(3) According to Board’s minute dated 23rd June, 1970 the Chairman stated that it will be 
advisable if some officer of the company is authorised to explore the possibility of setting up a cement 
plant in the State of Rajasthan. With this object in view, Shri A.B. Vaidya, President of Cement Section 
of the company was authorised to take necessary steps for exploring the possibilities of setting up a 
cement plant of the company in the State of Rajasthan and negotiate the issue with Government 
oflScers or other private bodies or persons and sign and executive necessary papers and/or agreements in 
that connection including mining lease up on such terms as may be deemed reasonable by him in the 
interest of the company and report the matter to the Board as soon as possible. Enquiries reveal that 
an application for the issue of Industrial Licence for setting up a cement plant was made by the company 
to the Central Government on 21st July, 1970—less than a month after the date of Board’s resolution 
on the subject. It would thus appear that the acutal possibilities of setting up the Cement plant 
had already been explored earlier at the instance of the Chairman and the formal authorisati^/n in 
question was made merely to enable Shri A.B. Vaidya to sign and execute necessary papers and/for 
agreements on behalf of the company. 

(Board’s minute dated 23rd Junc’70 Annexure ‘K’) 
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31. Tt would be seen from the above material that there are certain common featTires about 
the role of the members (,f the ‘group’ as Chairman of most of the selected companies. So far as the 
foreign trips are concerned, the following salient points need ment'on here :— 

(1) Excepting in the cases of M/s. Century Spinning and Birla Jute, in all other cases foreign 
trips were undertaken by the Chairmen of these companies fe r conducting important negotiations. 

(2) No written reports were submitted by these persons on then return from foreign trips. 
There appears to be no discussion in the miinutes of tfie Board of Directors regarding the results of 
these foreign trips. In a large public limited company this would normally be possible only if the 
Chairman is dominating the Board of Directors. 

(3) In the cases of M/s. Century Spinning and Birla Jute the trips w'ere obviously for the general 
purpose of boosting exports. In the case of M/s. Centur)' Spinning the results have clearly belied 
the expectations. No body seems to have reviewed the results of the foreign trips. A situation like 
this can arise normally only if the Chairman is dominating the Board of Directors. 

(4) The Chairmen in several cases transacted bus ness on behalf of other Birla Group of 
Companies in the same foreign trip. 

(5) The inferences drawn in items (2) and (3) above could be reinforced further by personally 
examining the concerned Chairmen. 

So far as M/s. Zuari Agio is concerned the material discussed above clearly shows the close 
nexus between the foreign collaborators and the Indian promoters (Birlas) and supports the idea of 
‘foreign associates’ referred to in para 25 above. 


Role of members of group as Directors 

32. Except in the cases of M/s. Sirpur Paper, Mysore Cements, Bharat Commerce and Zuan 
Agro, in all other ‘selected companies’ the nominees of the managing agents on the Board of Directors 
(under the managing agency system) have continued to be the Directors of such companies even after 
the abolition of the system of managing agency. In the case of M/s. Mysore Cements Ltd. there has 
been no Secretary or Treasurer since 1st September, 1964. Shri D.P. Meindelia has, however, been the 
Director of this company at least since 1966 for which period the information is available. So far as 
M/s. Sirpur Paper is concerned one of the nominees Shri G.P. Birla expressed his inability to continue 
as Director after 1st January, 1970 (the date of cessation of managing agency in this case) but accepted 
appointment as Company’s Advisor v/c/e Board’s minute dated 27th Eebrua: 7 , 1971. It may be 
mentioned here that in the case of M/s. Gwalior Rayon, Shd S.K. Birla went out from the Board after 
some time but in his place his father Shri L.N. Birla is now on the Board of the Directors. So for as 
M/s. Bharat Commerce is concerned the company die not har'e any managing agent during the last 
several years. Shri A.V. Birla has, however, been the Director o“ the company at least since 1966 
for which period information is available. Shri Har Datta Rai Sugla has been associated with the 
management of the company as its Managing Director on a part time be.sis since 1958. He was, 
however, appointed as a full time Managing Director of the company for a :erm of 5 years w.e.f. 1st, 
November, 1970. It is pertir.ent to mention here that he is also the President of M/s. Kesoram In¬ 
dustries. He is also associated with M/s. Jayshree Textile & Industries Ltd. In the case of 
M/S Zuari Agro, Shri D.P. Mandelia is one of the Directors of the company. Shri K.A. 
Varugis who was formerly employed as Industriil Advisor by M/s. Birla Gwalior (P) Ltd. 
(a company controlled by the ‘group’) is the Managing Director of the company. Barring the no¬ 
minees of the foreign collaborators and the two Ex-Oflicio Directors, who ai e nominees of M/s. IDBI, 
Svs. K,K. Birla, D.P. Mandelia and K.A. Varugis are the only othe: Indian Directors of the company. 

33. Information regarding the Chairmen of the Board of Directors and of the selected com¬ 
panies as well as the Advisors of such companies (whch rr.atter has been referred to in the succeeding 
para) has been tabulated in the form of a statement which appet.rs as Anexure K2 to this report. 
It would be seen that the members of the ‘group’ and their relatives are represented in good numbers on 
the Board of Directors of M/s. Birla Jute (3 out of 8 excluding 1 relative of lelat ve). Century Spinning 
(3 out of 9), Gwalior Rayon (5 out of 10), Hindustan Miotois (3 out of 7), JC. Mills (4 out of 7), 
Kesoiam IncmstricG (2 out of 6 excludingl relative of relative^ and Hindustan Aluminium (3 out of 10;. 
If the ‘foreign associates’ are considered, it will be (5 out of 10). In the case of M/s. Zuari Agro they 
constitute the, majority of Indian Directors. Some cf these Directors are playing a key role in the 
control and m.anage.mer.t of some of these companies. The role c f Shri A.V. Birla, Director in Hin¬ 
dustan Aluminium h. s been discussed in the succeeding para as he was also the yA ovisor of the said 
company. So far bp M/s. Mysore Cement is concerned, the following illustrations will show the 
important role which Shri Mandelia was playing in the afh.irs of this company : -- 
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(1) The retainer of the Company’s Legal Advisor was increased from Rs. 3000 to Rs. 5000/- 
p.m. w.e.f. 1st July, 1971 by Shri D.P. Mandelia. The decision was ratified by the Board on 28th 
September, 1971 (Board’s minute dated 28th September, 1971—Annexure ‘K3’). 

(2) The Board vide its minute dated 28th September, 71 authorised Shri Hamirwasia, President 
of the company to finalise and sign the agreement with M/s. Usha Breco Ropeways Ltd. in consulta¬ 
tions with Shri D.P. Mandelia (Board’s minute dated 28th September, 71—Annexure ‘K3’). 

(3) Form the company’s internal correspondence it is clear that the application for an industiral 
licence for setting up a cement plant in MP was sent at the instance of Shri D.P. Mandelia and the reply 
to the Ministry of Industrial Development regarding the scheme of finance of this unit also appoved 
by Shri D.P. Mandelia. In a Board managed company normally all these matters should be approved 
by the Board and not by one of the Directors (Copies of correspondence—Annexure ‘K3’). Shri A.V. 
Birla who is a Director in M/s. Bharat Commerce had a meeting with the Chief Minister, Punjab on 
25th November, 1970 regarding the setting up of a Polyster Fibre Plant. 

34. After the abolition of the system of managing agency, some members of the group have 
been appointed as Advisors in some of these ‘selected companies’. Such appointments are 
discussed below:— 

Members of the ‘Group’ as Advisors 

Gwalior Rayon 

Shri Aditya Birla grand-son of Shri G.D. Birla was formally appointed as Honorary Advisor 
of this company vide its Board minute dated 31st July, 1970. It was stated that Shri Aditya Birla has 
been giving advice and guidance to the company for setting up the Caustic Soda Plant since the very 
inception of the project in a purely Honorary capacity. The Board felt that his advice and guidance 
for the Caustic Soda Project as well as other Divisions of the Company will be in the best interest of 
the company and in view of this the company may continue to utilise the advisory services of Shri 
Aditya Birla on a purely honorary basis and that actual expenses incurred by or for him incidental 
to his advice and guidance relating to the company’s work be made and/or reimbursed by the company. 

Ceotuiy Spinning 

The managing agency of Birla Gwalior Pvt. Ltd. came to an end in the case of this company as 
on 30th June, 1969. The Board of Directors vide its minute dated 1st July, 1969 recorded its grateful 
appreciation for the contribution of Svs. G.D. Birla and B.K. Birla in the matter of the most valuable 
and signal services rendered by Birla Gwalior Pvt. Ltd. during their long tenure as managing agents. 
The Chairman Shri R.D. Birla stated that he had at the request of his colleagues, approached Shri G.D. 
Birla and Shri B.K. Birla and they had agreed to continue to render, until other arrangements are made, 
advisoty services in an honorary capacity. It was, therefore, resolved by the Board that the company 
do utilize the advisory services of Svs. G.D. Birla and B.K. Birla and they be reimbursed all travelling 
and other expenditures incurred by them in connection with the company’s work. This arrangement 
is in fact continuing and was ratified at the Annual General Meeting held on 26th June, 1970. 

Hindustan Aluminium 

The question of Shri A.V. Birla acting as Honorary Advisor was considered at the Board meeting 
of the company held on 31st July, 1970. ITte Board was informed that Shri Aditya V. Birla has been 
giving general adivce and guidance to the company on a purely honorary basis which is proving of 
considerable benefit to the company. The Board, therefore, decided upon the continuance of his 
advice and guidance on a purely honorary basis. The actual expenses incurred by or for him inci¬ 
dental to his advice and guidance in connection with or relating to the company’s work were to be met 
or reimbursed by the company. 

J.C. Mills 

The question of appointment of Shri G.D. Birla as Honorary Advisor of the company was con¬ 
sidered at the Board’s meeting held on 26th April, 1971. The Board was informed that Shri G.D. 
Birla has resigned from the CJiairmanship of Birla Gwalior Pvt. Ltd., Advisors to the company. It 
was stated that the company had the guidance of Shri G.D. Birla either as a Director of the company 
or as the Chairman of the then managing agents of the company. In view of this, he was requested to 
give his guidance and advice to the company in a honorary capacity and only the expenses incurred 
by or for him in connection with the company’s work were to be borne by the company. 

Birla Jute 

The question of appointment of Shri S.K. Birla as a Honorary Advisor of the company was 
considered at the Board meeting of the company held on 17th November, 1970. The Board recorded 
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its appreciation for the contribution of Shri S.K. Birla in the matter of valuable services rendered by 
M/s. Birla Bros. Pvt. Ltd. during their long tenure as managing agents of the company. The Chairman, 
therefore, approached Shri S.K. Birla to continue to render, until other arrangements are made, ad¬ 
visory services in a honorary capacity to Calcimu Carbide and Staple Fibre Divisions of the company. 
Sto S.K. Birla was to be reimburse all travelling and other expenses incurred by him in connection 
with the work of the aforesaid Divisions of the company. The arrangement, though originally in¬ 
tended as a stop gap one, is still continuing. 

Sirpnr Paper 

Shri G.P. Birla was the nominee of the Managing Agents, M/s. Birla Bros. Pvt. Ltd., on the 
Board of Directors of Sirpur Paper Mills. He ceased to be a Director with effect from 1st January 
1970, when the managing agency system came to an end. He was appointed as the Honorary Advisor 
of this company vide Board’s Resolution dated 27th February, 1971 on the ostensible plea that Shri G.P. 
Birla, the Chairman of the Board of Directors of Orient Paper has considerable experience and specia¬ 
lised knowledge of industrial and business management techniques including paper industry and as 
such his advice and guidance would be of great value to the company for improving the work of the 
company including, inter alia, the execution of expansion, development and modernisation programmes. 
As would be seen from para 50, M/s. Orient Paper itself was appointed as a Technical Consultant of 
this company. If it be so, where was the need for appointing itS Chairman separately as an Advisor 
unless it was primarily because of his association with the company earlier as the nominee of the erst¬ 
while managing agent? 

35. Shri D.P. Mandelia was serving as the Special Advisor of M/s. Hindustan Aluminium 
prior to the abolition of the system of managing agency. Shri Mandelia was similarly serving as the 
Advisor of M/s. Century Spinning, Gwalior Rayon and J.C. Mills Prior to the abolition of the system 
of managing agency. Even after the abolition of the system of managing agency he is serving as 
Special Advisor/Advisor in these companies. It would thus appear that barring Shri A.V. Birla, the 
other peisons who were appointed/acting as Advisors (Honorary or otherwise) were the same persons 
who were managing the a&irs of the company prior to the abolition of the system of managing agency. 
Even Shri A.V. Birla was/is the Director of M/s. Hindustan Aluminium the company in which he has 
been appointed as an advisor. The fact that barring Shri Mandelia other Advisors were 
acting in a Honorary capacity does not alter the situation if it transpires that even after the 
abolition of the managing agency, they continue to manage and guide the affairs of these companies. 

Roll of Advisors 

36. Coming now to the duties and functions of the Honorary Advisors/Advisors/Special 
Advisors and the precise role which is being played by them in the management of the selected com¬ 
panies, the position which has emerged as a result of the information received from the ‘selected com¬ 
panies’ and/or from the inspection of their records is briefly sununarised in the succeeding paras. 

Sirpur Paper 

37. The company has viife its letter dated 22nd August, 1972 stated that Shri G.P. Birla was 
appointed as Honorary Advisor of the company on 27th February, 1971 and his functions as an 
Honorary Advisor to the company is purely advisory one on matters referred to him 
relating to improving the work of the company, inter alia, the execution of the expansion, 
development and modernisation programme. It has been further stated that the executives 
of the company called on Shri G. P. Birla during their visits to Calcutta and/or 
other places if he was available and as and when they felt it necessary to seek his advice 
as Honorary Adviser. The company has vide its letter dated 14th September, 1972 further 
confirmed that there is neither any resolution of the shareholders nor any oflSce order or internal 
correspondence relating to the duties and functions allocated to Shri G.P. Birla as Advisor. The com¬ 
pany was specifically required vide item (3) of the Commission’s summons dated I4th April, 1972 to 
produce all the files relating to the Calendar Year 1971 where the Advisor Shri G.P. Birla had given 
any advise and/or taken any decisions in matters relating to the company. The company did not 
produce any such records for inspection on the appointed day. From file company’s letter dated 
22nd August, 1972, it would appear that no such records exist. In the absence of the details of the 
number of visits which are being made by the senior officers of the company to Shri G.P. Birla for 
consultation, it is not possible to say how often he is being consulted for advice or for taking decisions. 
It is, however, pertinent to mention here that Shri K.P. Singhvi, President of the company normally 
resides at Calcutta where Shri G.P. Birla is also staying and as such normally consultations must be 
taldng place between the President and the Advisor at Calcutta. It may be that instructions are 
being transmitted through the President to the other officers of the company. It is, however, interest¬ 
ing to note tliat inspite of the visits of the senior officers to Calcutta to consult Shri G.P. Birla and the 
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continued stay o ‘ Shi i Singhvi, the President of the company, at Calcutta, the Secretary of the company 
was required to contact Shri G.P. Birla on the telephone six times in a period of three mojiths (1st 
April, 72 to 30th June, 72-s elected as a sample). In this context reference may also be made to para 
50 where I have.discussed how the managsme.it of M/s. Orient Paper Mills and Sirpur Paper Mills is 
being coordinated and integrated by Shri G.P. Birla. 

M/s. Hindustan Aluminium 

38. In response to the Commission’s summons dated 14th April, 1972, the company has vide its 
letter dated 24th August, 1972 stated that no specific duties were assigned to Svs. D.P. Mandelia (Spe¬ 
cial Advisor), T.C. Saboo (Advisor who resigned on 31st May, 1971) and A.V. Birla (Honorary Advisor) 
It has been further stated that there is no record with the company regarding the duties and function 
allocated to such Advisors, apart from the Board’s Resolutions under which these th'ee persons were 
appointed as Special Advisor/Advisors. On a perusal of the relevant resolut ons, it is noticed that 
there is no mention of the duties and functions which the two Advisors were icquired to peifonn. In 
the case of Shri D.P. Mandelia, it is stated that the increase in work and the necessity of getting the 
work of government approvals expeditiously done, necessitated the appointment of Shri D.P. Mandelia 
as a Special Advisor. The company was vide item (4) of the Conxmission’s summons dated 14th April 
1972 required to produce all the files relating to the Calendar Year, 1971 where the Advisors Svs. D.P. 
Mandelia, A.V. Birla and T.C. Saboo had given any advice and/or taken any decisions in matters 
relating to the company. The company has vide its letter dated 24th Aug. ’72 stated that no written 
advice is being received from Shri A.V. Birla in h'S capacity as Honorary Advisor and the question 
of production of any fils in this behalf, therefore, docs not arise. So far as the other two Advisors 
are concerned, the company has not produced any records on the plea that these two persons have 
been in the regular employment of the company for 13 years in the case of Shri Mandelia and 9 years 
in the case of Shri Saboo. As Shri Saboo is no longer in the employment in the company the matter 
was not pursued. 

Although none of the files relating to the Calendar year 1971 where the Advisor Shri D.P 
Mandelia had given any advice and/or taken any important oecisions were produced before me, even 
a scrutiny of the minute books of the Board of Directors and Shareholders have revealed that the 
following important decisions were taken by shri D.P. Mandelia and/or he was entrusted with the 
performance of the following important duties :— 

(1) According to the Board’s minute dated 15th December, 1970, Shri D.P. Mandelia, Special 
Advisor accompanied the Chairman of the Board of Directors Shri G.D. Birla to the U.S.A. for con¬ 
ducting negotiations with foreign banks for financial assistance to the company required for imple¬ 
mentation of its expansion project. 

(Board’s minute dated 15th Dec.’70—Annexure ‘K4’) 

(2) According to company’s letter dated 7th July, 1970, addressed to the Reserve Bank of India, 
Sv.s. D.P. Mandelia and A.V. Birla accompanied Shri G.D. Birla for the following important work :— 

(a) Negotiations with Exim Bank and/or other financial institutions and/or suppliers credit 
for the required loan. 

(b) Negotiations with M/s. Kaiser Aluminium and Kaiser Engineers for (i) preparation of spe¬ 
cifications for the machine^ and equipment (ii) preparation of estimates (iii) preparation of cash flow 
(iv) visit to various plants in America and Ei rope to study the latest trend in aluminium manufacture 
with a view to instal the latest machhiery and (v) to find out the prices of the machinery and equipment 
prevailing in Europe. 

(3) According to the company’s letter dated 5th Aug. 1970 ’ addressed to the Reserve Bank of 
India, negotiations w ith Exim Bank for grant of loan on principle, preparation of cash flows and others 
details for Exim Bank, negotiations with Kaiser Engineers for the engineering services to be rendered 
by them and enquiries about quotafions for machinery and equipment in Europe were to be carried 
out by the top-most officer of the company for which Shri D.P. Mandelia, Special Advisor was 
considered as best suitable. 

(Company’s letter dated 5th Aug. ’70- Annexure ‘Kd’k 

(4) According to th? company’s letter dated 24th August, 1970, addressed to the Reserve 
Bank of India, Shri Mandelia has been associated with all these affairs of the company right from its 
nception during 1958-59 and, therefore, he is the only person who can satisfy Exim Bank authorities 
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at well as cur collaborators for minimum foreign exchange expenditure on this project. It was stated 
that Shri Mandelia can discuss on behalf of the company and can minimise th’s expected amount of 
foreign exhange expenditure. It was further stated that Shri Mandelia who is in touch with day-to-day 
affairs, would be able to fully satisfy the Exim Bank authoritatively, and in case the cash flows 
are to be prepared again he can prepare and submit it to them on the spot, rather than wasting time in 
negotiation/correspondence. The company referred to various other points raised by their Solicitors 
which may be raised by Exim Bank authorities, long term power contract, availability of adequate 
bauxite reserves, opinion from, a competent U.S. engineering firm endorsing the capital cost projections 
etc. It was claimed that an authoritative official like Mr. Mandelia who is in touch with the day-to-day 
work of the Company can only explain, satisfy and comunent and it was for that reason that Shri 
Mandelia was considered to be the m.ost suitable person to undertake this mission. It was stated 
that a sum of Rs. 54-40 lakhs in free foreign exchange rccieved by che Company from the Kaisers can 
be utilised to the best advantage by purchase of machinery and equipment from any other place than 
in U.S.A., but this can again be done by Shri Mandelia who having personal knowlegde of this plant 
can thus negotiate in the U.S.A. or the Continent and U.K. and thus minim.ise the expenditure of 
foreign exchange on the purchase of machinery and equipment which is badly needed by the country 
today. (Company’s letter dated 24th August, 1970—Annexure ‘K4’). 

(5) According to the company’s letter dated 1st Sep. ’71 addressed to the Reserve Bank of India, 
a request was made for the visit of Chairman and Special Advisor to U.S.A. for finalising the draft of 
the loan agreements with Exim and U.S. Commercial Banks for submission to the Government. It 
was stated that because of recent fluctuations in the foreign exchange market in Sterling, Swedish, 
Marks etc., the whole matter regarding procurement of machinery and equipment from U.K. and 
Continent out of the free foreign exchange amounting to Rs. 59.21 lacs which is the capital participa¬ 
tion of their collaborators will have to be review ed to find out the most economical source of purchase. 

(Company’s letter dated 1st September, 71—^Annexure ‘K4’). 

(6) Shri Mandelia was authorised to operate the following accounts of the Company along 
with the persons mentioned therein :— 

(i) Fixed Deposh Account of the company with United Commercial Bank, Calcutta, to be 
operated severally by Svs. G.D. Birla, D.P. Mandelia and A.V. Birla. 

(ii) Fixed Deposit Account with National Grindlays Bank to be operated jointly by any two 
out of Svs. G.D. Birla, D.P. Mandelia and A.V. Birla. 

(iii) Fixed Deposit Account with United Bank of India to be operated jointly by any two out 
of Svs. G.D. Birla, D.P. Mandelia and A.V. Birla. 

(iv) Cash Credit Account with United Commercial Bank, Calcutta to bejointlly operated by 
any two out of Svs. G.D. Birla, D.P. Mandelia and A.V. Birla. 

39. As mentioned earlier, so far as the U.S.A. tour of Shri G.D. Birla in 1970 is concerned, 
he was accompanied by Shri A.V. Birla, Director and Advisor of the company while justifying the visit 
of Shri A.V. Birla the company rick its letter dated i3th August, 1970 addressed to the Reserve Bank of 
India stated as under:— 

“You, however, enquired about the necessity of the visit of Mr. Aditya V. Birla. Mr. Mandelia 
explained to you that, as already mentioned in our previous letters, Mr. Aditya Birla, who is 27 years 
of age and a Chemical Engineer from M.I.T., in his capacity as a Director of Hindalco has to assist 
in the negotiations at highest level with Mr. G.D. Birla, our Chairman. Besides, in line with the Prime 
Minister’s views that young men should be trained to shoulder responsibilities, Mr. G.D. Birla, who 
is now 77 years of age, is grooming Mr. Aditya Birla for the Chairmanship of Hindalco, after his 
retirement. Hindalco is, and will become still more, a large industrial complex witn international 
connections and capital investment of Rs. 120 crores. To effectively play the role of the Chairman 
of such a large complex it is essential that Mr. Aditya Birla is introduced personally to important 
persons abroad as well as in India and initiated in important negotiations. In fact Mr. Birla during 
his last visit was a requested by Mr. Kaiser, Mr. George Woods and other influential friends to introduce 
Mr. Adit>a Birla to them. It is with this end in view that Mr. Aditya Birla has been acting as Chair¬ 
man of tire last two Annual General Meetings of Hindalco which were attended by over 1,000 share¬ 
holders, and he very successfully discharged this onerous task”. 

Shri A.V. Birla was authorised to operate jointly with Svs. G.D. Birla and D.P. Mandelia the 
bank accounts referred to earlier. He was also authorised to operate jointly by any two out of Svs. 
G.D. Birla, T.C. Saboo and A.V. Birla, the cash credit account of the company with United Commer¬ 
cial Bank Calcutta. 
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40. With a view to ascertaining as to how effectively these Advisors/Special Advisors were 
working for the company, details of the actual expenses incurred by the company during Calendar 
Year 1971 on them were called for under the Commission’s summons dated 14th April, 1972. The 
company has intimated that the travelling expenses in respect of Svs. A. V. Birla and D. P. Mandelia 
came to Rs. 3,890/- and Rs. 70,524/- respectively. In the case of Shri D. P. Mandelia, tfe above ex¬ 
penses include expenses of two foreign trips outside India. In the casi of Shri A. V. Birla, a further 
expenditure of Rs. 1,113/- has been intimated on account of postage, telegiam and telephones. In 
the case of Shri D.P. Mandelia, no such separate figure has been reported, may be because he is in 
regular employment of the company. 

Century Spinning 

41. The company has in its reply dated 23rd August, 1972 filed in compliance to the Comm¬ 
ission’s summons dated 14th April, 1972 stated that no specific duties and functions have been 
assigned to Svs. G. D. Birla and B. K. Birla, Honorary Advisors of the company. It has been 
further stated that there is no other record with the company excepting the resolution regarding 
their appointments relating to the duties and functions of these Advisors. The company’s resolu¬ 
tion dated 1st July, 1969 which deals with the appointment of these Honorary Advisors, does not 
refer to their duties and functions. 

As regards Shri D. P. Mandelia, Advisor of the company, it has been stated by the company 
vide its letter dated 15th September, 1972 that no specific powers or functions have been assigned to 
him since none is necessary in law and he discharges his functions clearly attached to this oflSce in a 
public limited company. It is further stated that there is no shareholders’ resolution ncr any internal 
coirespondence nor any office order relating to the duties and functions of Shri Mandelia. 

42. Accoiding to item (4) of the summons dated 14th April, 1972 the company was required 
to produce all the files relating to the Calendar Year, 1971 where the Advisors Svs G. D. Birla, D. P. 
Mandelia and B. K. Birla had given any advice and/or taken any decisions in matters relating to the 
company. The company has vide its letter dated 23rd August, 1972 stated that nc written advice 
is being received from Shri G. D. Birla and Shri B. K. Birla in their capacity as Honorary Advisors 
and the question of production, of any files in this behalf therefore does not arise. As regards Shri 
D. P. Mandelia no records were produced for inspection on the plea that he has been in the employ¬ 
ment of the company for the last about 20 years. 

As regards Shri B. K. Birla, it may, however, be mentioned here that a scrutiny of the minutes 
of the Board of Directors has revealed that he had taken several important decisions on behalf of 
the Company and/or was performing important duties for the Company. This would be evident 
from the following illustrations : 

(1) Shri B. K. Birla, Hony. Advisor of the Company, undertook tours to U. K., Continent, 
Japan and U.S.A. in 1970 for the following purposes ;— 

U. K. and Continent —For holding discussions and negotiations of the terms and conditions of 
long term and continuous export of Company’s tyre yarn, with top level cfficials of pro spective buy¬ 
ers in those countries. 

/qpan—For exporting on top level the possibilities of exporting Company’s tyre yarn to that 
country. 

U.S.A .—For contacting th i top level executives of leading tyre companies of the world whose 
ptincipal offices are located in Akron, U.S.A. with a view to explore the possibilities of exporting 
company’s tyre yarn to Australia, New Zealand and Japan. 

(2) Orders were placed for the larger sized cement plant with M/s. ACC Vickers Babcock 
Ltd. on the advice of Shri B.K. Birla, Hony. Advisor and the matter was later on approved and 
riitified by the Board of Directors on 27th February, 1970. 

(Beard’s minute dated 27th February, 70—Annexure ‘K4’). 

So far as Shri D.P. Mandelia Advisor is concerned it may be mentioned here that a scrutiny 
of Board’s minutes reveals that the company had vide their resolution dated 10th September 1969 
decided that the Company would invest its surplus funds by making advances to any party to be 
approved by Shri D.P. Mandelia, the aggregate of such advances not exceeding Rs. 50 lakhs on the 
conditions as specified in the resolution. Shri D.P. Mandelia was, ‘however’ authorised to decide 
the other necessary terms and conditions relating to the aforesaid advances and report the action 
in each case at the meeting of the Board held after entering into each such transaction. 

(Board’s minute dated 30th September, 69—^Annexure ‘K4’.) 
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43. With a view to ascertaining as to how effectively these Advisors were working for the 
Company, the details of the actual travelling expenses incurred by the Company during the Calendar 
Year 1971 on such Advisors were called for from the cempany. It has been stated that the travelling 
expenses in respect of Shri G.D. Birla amounted to Rs. 16,250/-. It has further stated that these are 
only on account of aeroplane charges and did not include any hotel charges or any other expenses. 
Shri G.D. Birla was provided with the services of Shri M.S. !^man, an employee of the company 
for secretariat work. It is pertinent to .mention here that the salary inclusive of allowances of Shri 
Raman was Rs. 2200/- per month. The company was asked to indicate the number 
of times Shri G. D. Birla visited Bombay & Delhi along with the purpose 
of such visits. The company has vide its letters dated 25th September, 1972 and 13th 
October, 1972 intimated that no details are kept by the company 
regarding the number of days spent on such visits. It has been stated that Shri G.D. Birla visited 
Delhi once and Bombay three tinies on the work ( f the company. As regards the purpose of such 
visits it has been stated that the vouchers in question dc' not indicate any specific purpose of these 
visits. The visits it is stated were for the company’s business for consultation in his capacity as 
company’s Hony. Advisor. If Rs. 16,250/- represented only aeroplane expenses the number of visits 
would be many more and not four. 

In the case of Shri B.K. Birla, the company incurred Rs. 1,719/- on account of telephone bills 
and telex charges. Shri D.P. Manddia was provided with the services of Svs S. B. Ramnath and 
H.K. Pattabiraman, employees of the company for secretariat work. The salaries inclusive of 
allowances of these two persons were Rs. 1595/- and Rs. 640/- per month respectively. The travelling 
and conveyance expenses of these two Secretaries cc me to Rs. 2950/-. The expenses on account of 
telephones, telegrams etc. amount to Rs. 21,000/-. The company has further stated vide its letter 
dated 2nd November, 1972 that when Shri Mandelia was in Bombay for company’s work 
during the year 1971 he stayed in the premises owned by the company. It is stated that no details 
have been maintained regarding the number of days for which he stayed in the company’s premises. 

J. C. Mills Ltd. 

44. The company has vide its letter dated 16th August 1972, stated that no specific duties and 
functions were assigned to Shri G.D. Birla, Honorary Advisor of the company. It is claimed that this 
is not a requirement of law. It is further claimed that apart from the company’s resolution dated 
26th April, 1971 which deals with the appointment of Shri G.D. Birla, as Honorary Advisor, there 
is no further record with the company relating to his duties ard functions. 

As regards the duties and functions of Shri D.P. Mandelia, Advisor, it had been stated that 
he has been in the regular employment of the company since last 40 years and was designated as 
Advisor to the company in August 1967. It is further stated that he discharges his functions ordinarily 
attached to this office in a public limited company. 

The company was by the Commission’s summons dated 14th April, 1972 required to produce 
all the files relating to the Calendar Year 1971 where the Advisors Svs. G.D. Birla and D.P. Mandelia 
had given any advice and/or taken any decisions in matters relating to the company. The company 
vide its letter dated 16th August, 1972 stated that no written advice has been received from Shri 
G.D. Birla in his capacity as the Honorary Advisor and question of production of any file in this 
behalf does not arise . It has been later on confirmed that no written advice has been received from 
Shri G.D. Birla in any other capacity. As regards Shri D.P. Mandelia, no records have been produced 
on the plea that he discharges his functions and duties as a regular employee of the company, in his 
capacity as Advisor. 

The company was asked to furnish details of the actual expenses which were incurred by the 
company during Calendar Year 1971 on such Advisors. It has been stated that the expenses incurred 
for Shri G.D. Birla on account of telephone bills, telegram and telex charges amounted to Rs. 4,222/-. 
It has been farther stated that the service of Shri S.L. Parekh, an employee of the company were made 
available to him for secretarial work. The salary of Shri Parekh is Rs. 1400/- per month. The follow¬ 
ing expenses were incurred for Shri D.P. Mandelia during the year 1971:— 

(a) Charges for telephone, telegrams etc. .... 12,254.00 

(b) Travelling expenses ....... 8, 526.00 

Birla Jute 

45. According to the resolution passed by the Board of Directors on 17th November, 1970, 
Shri S.K. Birla was appointed as Special Advisor in honorary capacity for Calcium Carbide and Staple 
Fibre Divisions of the company. As regards the duties and functions allocated to Shri S.K. Birla, 
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it has been stated vide company’s letter dated 27th April, 1972 that nor formal duties and functions 
have been allocated to the Special Advisor. It has been further stated that there is no Board’s Reso¬ 
lution (excepting the resolution regarding appointment) or resolution of shareholders or office order/ 
internal correspondence relating to his duties and functions. 

In regard to the files relating to the Calendar year 1971 where the said Advisor had given any 
advice and/or taken any decisions in matters relating to the company, it has been stated in the com¬ 
pany’s said letter that they do not operate as in Government Departments and there are no files as 
such. It has been further stated that advices were given across the table in personal conferences or 
on telephones or in personal notes which were seldom preserved after they had been complied 
with. 


As regards the details of actual expenses incurred by the company on the Special Advisor during 
the Calendar Year 1971, the company has intimated that the same amounted to Rs. 15,391/- on account 
of travelling expenses. All these travelling expenses are on account of visits to Delhi. 

Gwalior Rayon 

46. As regards the duties and functions of Svs. D.P. Mandelia and Aditya Birla as Special Advisor/ 
Advisor, the company has vide its letter dated 11th March, 1972 stated that shri D.P. Mandelia has 
been acting as Advisor since 1956 and keeps himself in touch with all the important activities and 
working of the various Divisions (excluding Caustic Soda Division) and advises all officers on various 
matters relating to the different divisions. It is further claimed that he performs such 
other duties as are entrusted to him by the Board of the company from time to 
time. As regards Shri Aditya Birla, it is stated that he advises the company’s executives 
on matters relating to Caustic Soda Project of the company which is under progress at Nagda. 

As regards Shri Mandelia, it may be stated that the scrutiny of the minute books of the Board 
of the Dirccotrs of company and some correspondence regarding capital projects has revealed that 
he was entrusted with important duties as would be seen from the following illustrations ;— 

(1) According to the Board’s minute dated 7th August, 1971 appointments and grant of incre¬ 

ments and allowances to employees of the company in cases where the salaries and allowances exceed 
Rs. 1550/- p.m. (but below Rs. 3000/- p.m.) is done with the advice of Shri D.P. Mandelia, Advisor 
of the company. ■» 

(2) Shri D.P. Mandelia wrote a letter dated 1st February, 1971 to the Minister of Foreign Trade 
regarding the Haiihar Polynesic Fibre Project of the Company. He subsequently held discussions 
with the Joint Secretary, Ministry of Foreign Trade on 22nd July, 1971 regarding tire same project. 

With a view to ascertaining the role which the two Advisors are playing in the management 
of the company, the company was asked to furnish details of their expenses including travelling ex¬ 
penses which have been incurred by the company on them during the Calendar year 1971. The 
Company has not complied with the Commission’s summons dated 27th Novem’ocr, 1972. This 
matter has been discussed in para 19 above. In the absence of these details, this line of investigation 
could not be pursued further. 

Common features regarding role of advisors 

47. From the foregoing discussions, it would be observed that so far as the members of the 
group (barring Shli D.P. Mandelia) are concerned,who are acting as Advisors of the companies 
referred to earlier, there are certa in common features in all these cases :— 

(1) All these Advisors are Honorary. 

(2) In the cases of M/s. Century Spinning, J.C. Mills, Birla Jute and Sirpur Paper the present 
Advisors were, prior to the abolition of managing agency system, associated with the management 
of these companies as the representatives of the erstwhile managing agents. 

(3) According to the companies no specific duties and functions have been assigned to such 
Advisors. It is true that in the cases of M/s. Birla Jute and Gwalior Rayon, the divisions of these 
companies which will be concerned with these Advisors have been specified, but there is no further 
clarification beyond that. 

(4) It is claimed that these Advisors are rendering only verbal advice to the companies with 
which they are connected. 



It is, indeed, very surprising that in large companies having several Divisions and a host oi 
senior officers, persons who were formerly acting as the nominees of the erstwhile managing agents 
on the Board of Directors of these companies, have been appointed as Honorary Advisors, but without 
any specific duties and functions. It is a strange coincidence that where members of the Biv la family 
are acting as Honorary Advisors they choose to give only verbal advice. As no records have been 
produced by these companies on the plea that none are maintained, there is limited direct evidence 
(referred to in the earlier paras) regarding the quantitative as well as the qualitative nature of the 
advice tendered and/or decisions taken by these Advisors. Even the details of the actual expenses 
on such Advisors as intimaied by these companies give only a partial picture of the role which these 
Advisors are playing in the management of these companies. To illustrate, there will be no travelling 
expenses involved if the advice is given at the head quarters of the Advisor and/or if the senior officers 
to go to such Advisor for advice. Subject to these limitations, the details of the expenses furnished 
do indicate that these Advisors are functioning actively on bolialf of these companies. Fuither as 
would be seen from the illustrations given in para 54 below, some major decisions were taken in these 
companies in anticipation of the Boar’ds approval and the matters were later on placed before the 
Board of Directors for formal ratification/confirmation. It is reasonable to presume that such de¬ 
cisions could only be taken by persons who are members of the ‘group’ controlling or managing these 
companies. The paid executives, however, senior they may be, had limited delegated powers and 
could not possible to take such decisions in anticipation of the Boards’ approval. The role of the Ad¬ 
visors in general and particularly in regard to the decision making involved in illustrations referred 
to subsequently in para 54 below can be more conclusively established only if the senior executives 
of these companies viz.. Senior Presidents/Pre-'idents as well as the Advisors are personally examined. 


So far as Shri D.P. Mandelia is concerned, the main differences seems to be in the fact that he 
is a paid Advisor/Special Advisor. Even in the absence of relevant records regarding decision making 
there is some evidence to show that he is associated with the top management of M/s. Gwalior Rayon 
J.C. Mills, Hindustan Aluminium and Century Spinning. 

Erstwhile managing agents as Ad visor/Consultants. 

48. Apart from the members of the ‘group’ being Advisors, M/s. Birla Gwalior Pvt. Ltd. 
who was erstwhile Managing Agent of several important Birla Group of Companies including M/s. 
J.C. Mills, Gwalior Rayon, Century Spinning and Hindustan Aluminium and which is a company 
controlled by the ‘group’ (vide Annexure ‘El’) was appointed as the Advisor of M/s. J.C. Mills 
with effect from 1st March, 1970 for a period of 5 years. The matter was considered in the Board 
meeting of the company held on 25th January, 1970 and it was stated that “in these modern days of 
keen competition and rapid advancement in the field of industrial production and administrative 
techniques, expert consultancy and advisory services should be utilised to aid and assist the company 
with a view to maintain the progress of the company, increase its productions and profits as also at the 
same time to work economically, intelligently and effectively.’’ This v/ould appear to be a case where 
the erstwhile managing agent has continued its association with the managed company in some other 
garb. A quick scrutiny of the minutes of the Board of Directors of J.C. Mills for the calendar years 
1970 and 1971 has, however, not revealed any contribution by M/s. Gwalior Pvt. Ltd. as an Advisor 
of the said company. When M/s. J.C. Mills was issued Summons under Section 12 dated 14th April, 
1972 requiring it to produce all the files relating to the calendar year 1971 where M;S. Birla Gwalior 
(P) Ltd. had rendered any advisory services to this company, the company did not produce any such 
records and stated v/ffc its letter 9th September, 1972 that “no written advice has been received 
from M/S. Birla Gwalior Pvt. Ltd. during the year in question. The officers of M/s. Birla 
Gwalior Pvt. Ltd. were available for consultation by the senior officers of the compnay in matters 
relating to the company’s business.” It would thus be seen that even though M/s. Birla Gwalior Pvt. 
Ltd. is being paid Rs. 5,000/- p.m. by M/s. J.C. Mills there is no documentary evidence, whatsoever, 
to show that the former company was rendering any services to the latter company. The fact that M/s. 
Birla Gwalior Pvt. Ltd. were not rendering any service to M/s. J.C. Mills can perhaps be established 
more conclusively if the officers of the former company who ate supposed to have advised the senior 
officers of the latter company are personally examined. Even from the given facts it can be reasonably 
inferred that M/s. Birla Gwalior Pvt. Ltd. is rendering nil/negligiblc seivices to M/s. J.C. Mills and this 
arrangement, has been possible only because both these companies are being controlled by the same 
group of persons. 

49. M/s. Birla Bombay (P) Ltd., a company controlled by the group as per Annexure ‘El’ was 
appointed as management and Sales Consultants of M/s. Zuari Agro under an agreement dated 25th 
March, 1970 on a payment of Rs. 3,75,000/- plus out of pocket expenses not exceeding Rs. 1,00,000 
per annum. According to clauses (3) of the agreement the Consultants were to advise the company 
during the period of construction and erection of the plant. According to clause (4), from the date 
of commencement of production, the Consultants shall furnish to the company, whenever requested. 
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advice and information on the operation and management of the plant and markeung of its product. 
A scrutiny of the records of M/s. Zuari Agro has revealed that M/s. Birla Bombay rendered them some 
services on the following score :— 

(1) Selection of personnel (on five occasions). 

(2) Arrangements regarding loans to Permanent Staff of Company. 

(3) Negotiating credit facilities for Zuari Dealers (on two occasions). 

(4) Note on financial arrangements for Zuari Dealers and farm customers (on two occasions). 

(5) Survey of possible damage to third parties properties situated downstream. 

(6) Note regarding insurance for movement of fertilizers by water. 

(7) A draft on collection produce of cheques. 

It would thus be observed that M/s. Birla Bombay (P) Ltd., did not advise M/s. Zuari Agro on 
all important aspects assigned to them and further even the services rendered were very small services as 
compared to the fees to which they were entitled. It would appear that this arrangement has been 
possible only because both of these companies are controlled by the same ‘group’. 

Other Cousultants. 

50. M/s. Orient Paper Mills which was, prior to the abolition of the managing agency 
system, being managed by M/s. Birla Bros. Pvt. Ltd., was appointed as Technical Consultants 
of M/s. Sirpur Pape* Mills on Rs. 10,000 per month according to the Board meeting of the 
latter company held on 81h April, 1970. M/s. Sirpur Paper was required under the summons 
dated 14th April, 1972 issued by the Commission to produce for inspection all the files relating to the 
calendar year 1971 where M/s. Orient Paper Mills had rendered any advice to this company. From 
the records produced before me for inspection by M/s. Sirpur Paper Mills it transpires that it was 
Shri S.P. Misra, Asst. Vice-President (Dev) of Orient Paper Mills alone who was, infact, being cons¬ 
ulted by M/s. Sirpur Paper on certain technical matters and he was rendering advice to the said mills. 
Further, inspite of this. M/s. Sirpur Paper had to obtain advice and consultancy services from the 
following foreign consultants during the calendar year 1971:— 

(1) Shri K.D. Blundell-Technical Director of P.M.S. London (a firm of consultants) was re¬ 
tained for advising the company on stock preparation for M/s. Sirpur Paper. 

(2) Shri Lass Bovin (a Swedish Expert and Consultant) advised the company on new board 
machiner under expansion. 

(3) Shri Pitsch from Austria of M/s. J.M. Voith advised the company on increase of production 
and problems of existing machine number 3 which was obtained from M/s. J.M. Voith. 

Another important feature which has emerged from the examination of records is that 
there is a Technical Co-ordination Committee of Brajrajnagar and Amlai (units of M/s. Orient 
Paper) and M/s. Sirpur Paper which meets periodically and reviews the progress and working of these 
two units of M/s. Orient Paper and M/s. Sirpur Paper. Even a common review of the results of these 
two units of M/s. Orient Paper and M/s. Sirpur Paper for this purpose is prepared by Shri G.L. Mittal, 
Co-ordinator in M/s. Orient Paper Mills. This is indeed surprising as normally one would not expect 
any co-ordination and integration in the working and results of any two competing paper mills unless 
they are commonly managed or controlled. It would thus appear that the appointment of M,s. 
Orient Paper as Technical Consultants of M,s. Sirpur Paper is not so much for the purpose of technical 
advice but for achieving an integrated and co-ordinated management of M/s. Orient Paper and Sirpur 
Paper Mills. There is another point in support of this. Shri G.P. Birla is the Chairman of the Board 
of Directors of M/s. Orient Paper. He was upto 1st January, 1970 also the Chairman of the Board of 
Directors of M/s. Sirpur Paper. After the cessation of managing agency, which was common in both 
these cases, Shri G.P. Birla stepped down from the Chairmanship of this company in favour of Shri 
G.D. Thirani who (till 1st January, 1970) along with Shri G.P. Birla was a nominee of the managing 
agents M/s. Birla Bros. Pvt. Ltd. It is significant to note that Shri G.P. Birla has subsequently been 
appointed as the Honorary Advisor of M/s. Sirpur Paper Mills and thus is the common link between 
these two companies. 

Controlled Company as Consultant Advisor. 

51. M/S. Birla Consultants Pvt. Ltd., a company controlled by the group (as would be seen 
from Annexure ‘El’) is acting as Advisor for the following selected companies;— 

1. M,s. Mysore Cements Ltd. since 1st July, 1971. 

2. M/s. Gwalior Rayon (Pulp unit at Harihai) since 1st April, 1970. 
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3. M/s. Gwalior Rayon (Caustic Soda and Liquid Chlorine plant at Nagda) since 1st January, 
1970. 

4. M/s. Hindustan Aluminium. 

5. M/s. Kerala Spinners (a subsidiary of M/s. Gwalior Rayon) since 1st January, 1971. 

It is pertinent to mention here that the total consultancy receipts of M/s. Birla Consultants 
came to Rs. 8,03,252/- during the year ended 30th June, 1970 out of which Rs. 8,02,052/- were from 
M/s. Mysore Cements alone. It would thus appear that this company is acting as Ad visor/Consultant, 
mainly for Birla Group of Companies. 

Commitee of Directon: 

52. M/s. Hindustan Motors and Orient Papers have not choosen to adopt the system of 
Advisors. Instead, they have adopted the system of Committee of Directors. In M/s. Hindustan 
Motors the Committee of Directors consists of Svs. B.M. Birla (Chairman), G.P. Birla(Vice-Chairman), 
G.D. Kothaii (sister’s son of Shri B.M. Birla) and B.P. Khaitan who is a Director in several Birla Group 
of Companies. The Committee of Directors has powers to make investments in F.D. or C.D. upto 
Rs. 300 lakhs at any one time. The Committee has power to borrow money upto Rs. 500 lakhs at 
a,ny one time. It can make loans and advances upto Rs. 100 lakhs at one time and can make dona¬ 
tions upto Rs. 20 lakhs in any financial year. It has powers to purchase capital assets upto Rs. 200 
lakhs at any one time and sell capital assets upto Rs. 10 lakhs. It can appoint staff members including 
Executives and Officers on a remuneration utpo Rs. 50,000 per annum (excluding bonus allowances 
etc.). The Committee can appoint/suspend/dismiss, from time to time, dealers and distributors for 
the purpose of sale and/or service of the products manufactured by the company on such terms and 
conditions as it may think propei. It would thus appear that the Committee of Directors which is 
dominated by Shri B.M. Birla and his relatives has practically all the powers necessary for managing 
the affairs of the company. 

53. In the case of M/s. Orient Paper, the Committee of Directors consists of Svs. A.L. Goenka 
(Chairman), B.K. Kanoria and G. Basu. Shri Goenka is a salaried Director of M/s. Birla Bros. Pvt. 
Ltd. a company controlled by the group (as would be seen from Annexure ‘El’). He is also the Chief 
Executive of M/s. Indian Press Exchange Ltd. (one of the Birla Group of Companies) and the Vice- 
President of M/s. Orient Paper Mills (one of the ‘selected companies’). He is also a trustee in Shree 
Krishna Bhandar Trust and Chanderkant Trust—Private trusts and Mahadevi Birla Memorial Charity 
Trust, all three trusts controlled by the group (as would be seen from Annexures ‘H’ and ‘I’). He is 
evidently one of the trusted persons of the group. Shri Kanoria is also a Director in M/s. Jute Expor¬ 
ters Ltd. and Upper Ganges Sugar Mills Ltd. — both Birla Group of Companies. This Committee 
has powers to invest funds upto Rs. 5 lakhs at any one time, to make advances or loans upto Rs. 10 
lakhs at one time and borrow money upto Rs. 25 lakhs at one time. The Committee can make appoint¬ 
ments upto Rs. 4,000 per month. It can also sanction from time to time Block (capital) expenditure 
upto Rs. 25 lakhs in aggregate at any one time. The Committee which is dominate % trusted persons 
of the group has thus been given sufficient powers but the main powers seem to continue with the 
Chairman of Board of Directors, Shri G.P. Birla. As mentioned earlier, according to Company’s 
Board minute dated 2nd April, 1970, the President and other Senior Officers of the company were 
instructed to seek the advice of the Chairman (Shri G.P. Birla) and Vice-Chairman (Shri A.L. Goenka) 
from time to time on matters relating to the business and affairs of the company. 

Decisions making in anticipation of proper sanction. 

54. The ‘selected companies’ barring M/s. Bharat Commerce and Zuari Agro have not appoint¬ 
ed any Managing Directors or Whole-time Directors after the abolition of the system of managing 
agency although their Articles of Association and Memorandum were amended to provide for the 
appointment of Managing Directors. It is claimed that these companies are being managed by their 
Board of Directors. Even a quick examination of the minutes of the Board of Directors of these 
companies for the period after the termination of the managing agency has revealed that in the follow¬ 
ing cases important decisions were taken which were outsides the powers of the Senior Presidents/ 
Presidents and which were subsequently put up before the Board of Director for ratification/ 
confirms tion/expost-facto sanctions. 

Century Spinning 

L The following applications under the I (D & R) Act, 1951 were made to the Central Govern¬ 
ment where no approval was taken of the Board of Directors. 
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Name of the Project Date when application under T (D & R) Act 


(a) 

Portland Cement Plant in Raiasthan • 

was made 

24-8-1971 

(b) 

Manufacture of Cement at Maihar, M.P. • 

14-9-1971 

(c) 

Expansion of Noora Plant 

24-8-1971 

(d) 

Glass Fibre Project • • • • • 

5-5-1971 

(e) 

Bromine Liquid (180 tonnes per annum) 

15-4-1970 

(0 

Soda Ash (1 -95) lakhs tonnes per annum • 

9-7-1971 

(g) 

Caustic Soda Project (100 tonnes per day) • 

15-6-1971 

(h) 

Caustic Soda Project (200 tonnes per day) - 

15-6-1971 

(0 

Tyrecord Conversion Capacity • 

10-2-1972 


(Company’s leply dated 10th March ’72—Annexure ‘K5’). 


(2) The Birla Gwalior Pvt. Ltd. was asked to continue thf guarantee given by it to the State 
Bank of India w.e.f. Tst July, 1969 while the matter came up before the Board for approval on 24th 
December, 1969. 

(Board’s minute dated 24th Dec. ’69—Annexure ‘K5’). 

(3) Orders were placed for the larger sized Cement Plant with M/s. A.C.C. Vickers Babcock 
Ltd. on the advice of Shri B.K. Birla Hony. Advisor. The Board’s approval and ratification was 
sought on 27th February, 1970. 

(Board’s minute dated 27th Feb. ’70—included in Annexure K4). 

Gwalior Rayon 

(1) The company submitted an application for industrial licence for setting up a 150 tonnes per 
day paper plant in the State of Mysore on 9th Novembei, 1970, whereas the matter was referred to in 
the printed annual report and accounts of the company for the year ended 31st March ’71. The matter 
was brought to the not'ce of the Board of Directors on 14th February, 1972. 

(Board’s minute dated 14th Feb. ’72—Annexure K5) 

(2) The company applied for an industrial licence for establishment of a caustic soda project 
in the State of Mvsore on 26th June, 1971, whereas the matter was referred to in the printed annual 
report and accounts for the year ended 31st March, 1971 which was presented in the Annual General 
Meeting which was held on 22nd September, 1971. The matter was brought to the notice of the Board 
of Directors on 14th February, 1972. 

(Board’s minute dated 14th Feb. ’72—Annexurt K5) 

(3) Arrangements were made with the Industrial Credit and Investment Corporation of India 
Ltd. (ICICI) for a loan in foreign currency equivalent to U.S. Dollars 7,33,000 upon certain terms and 
conditions contained in the draft Head of Agreements to be entered into by the company with the 
ICICI. The matter was placed before the Board of Directors on 5th November, 1971 for getting a 
formal authorisation in favour of Shri S.L. Thar or in his absence Shri K.G. Maheshwari for depositing 
the title deeds of the immovable properties of ’he company and for executing a Deed of Flypotheca- 
tion of all its moveable properties in favour of ICICI. 

(Board’s minute dated 5th Nov. ’71—Annexure K5) 

(4) The total additions to the block during the year ended 31st March, 1971 wereRs. 1,98,70,685. 
These were placed before the Board for confirmation on 7th August, 1971, whereas the additions were 
made throughout the year. Enquiries from the company regarding the powers to incur capital ex¬ 
penditure on land, plant, machinery etc., revealed that the purchase of machinery for additions, major 
modifications and replacement and expansions arc in accordance with the approval of the Board and 
as such the President or Senior Executives have no powers for incurring such capital expenditure. 

(Board’s minute dated 7th Aug. ’71—^Annexure K5) 

(5) The Board at its meeting dated 7th August, 1971 confirmed the increments to the officers 
of the company drawing more than Rs. 3500/- per month, made during the year ended 31st March,1971. 

(Board’s minute dated 7th Aug. ’71—Annexure K5) 
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Kesoram Industries 

TIw Board approved the purchase and sale and Ldjustment of various fixed assets, guarantees 
General Insurance Company, increase in the rate of interest on loans and items written 
off for the year ended 31st March, 1971 at its meeting held on 23rd October, ’71. Purchases and sales 
of assets etc. had taken place during the year itself. 

(Board’s minute dated 23rd October, ’71—Annexure K5) 

Orient Paper Mills 

(1) Application for establishment of a new integrated pulp, paper and paper board manufac- 

107 ^^ district of Baster was made to the Ministry of Industrial Development on 12th May, 

1971. Similarly, two applications for substantial expansion of the company’s unit at Amlai were 

May, 1971. The above matters were approved by the Board at its meeting held on 28th 

(Board’s minute dated 28th May, 1971—Annexure K5) 

(2) The Business Advisory Committee approved Subscription, loans and Project Funds Agree¬ 
ment pertaining to Subscription of Ordinary shares in and loan to Pan African Paper Mills (E.A.) Ltd. 
Kenya. This was placed before the Board for confirmation on 28th August, 1970. 

(Board’s minute dated 28th August, 70—Annexure K5) 

Mysore Cement 

(1) Large increments in salary were allowed to the key-pcrsonnrl w.c.f. 1st January, 1970 and 
the matter was placed for ratification befote the Board on 19th March, 1970. 

(Board’s minute dated 19th March, 70—Annexure K5) 

(2) The company submitted an application to the Central Government on 1st September, 1971 
to set up a plant for Asbestos Cement Sheets. This was placed for ratification before the Board on 
28ih September, 1971. 

(Board’s minute dated 28th Sept. ’71—Annexure K5). 

(3) The retainer of the Legal Advisor was increased from Rs. 3,000 to Rs. 5,000 per annum 
w.e.f. 1st July, 1971. The matter was placed before the Board on 28th September, 1971. 

(Board’s minute dated 28th Sep. ’71—Annexure K5). 

(4) A letter of intent was issued to M/s. Usha Breco Ropeways Ltd. for supplying the necessary 
machinery and equipment for construction of the ropeway for transport of limestone on 23rd August, 
1971. The matter was placed befoie the Board on 28th September, 1971. Shii G.D. Birla was 
interested as one of the Directors of Usha Breco Ropeways Ltd. 

(Board s minute dated 28th Sep. 71—Annexure K5) 

(5) The additions to Fixed Captial expenditure during the year ended 30th June, 1971 amounting 
to Rs. 15,35,170 and sales of Rs. 1,25,190 and capital works in progress aggregating to Rs. 3,29,641/- 
were placed before the Board at its meeting held on 15th October, 1971 along with the annual accounts. 

(Board’s minute dt. 15th Oct. ’71—Annexure K5) 

(6) Similar position prevailed for the year ended 30th June, 1970. 

(Board’s minute dt. 25th Oct. ’70—Annexure K5) 

Hindustan Motors 

An application outlining the proposal for collaboration w ith M/s. Adam Opel of West Germany 
for the manufacture of Opel Cars in India and investment by M/s. General Motors Corporation 
in the equity capital of the company was submitted earlier whereas the matter was placed before the 
Board at its meeting held on 2nd February ’71. 

(Board’s minute dt. 2nd Feb. 71—Annexure K5). 

J.C. Mills 

The orders placed for purchase of machinary during the months of July, August, September and 
October 1970 were placed before the Board for approval on 27th November, 1970. 

(Board’s minute dt. 27th Nov. 70—Annexure K5) 
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(2) It appears that the entire negotiatiens with tlie Gujarat State Electricity Board for the pur¬ 
chase of the power house at Purbunder including the terms of sale were finalised earlier and the matter 
was placed before the Board on 10th July, 1971 for formal authorisation in favour of Shri V.N. Mahesh- 
wary. 

(Board’s minute dated 10th July, 71—Annexure K5) 

Hindustan Aluminium 

(1) An application for Industrial licence for setting up a Caustic Soda Plant at Mirzapur was 
made on 29th June, ‘71 and the matter was placed before the Board for approval on 7th March, 1972. 

(Board’s minute dated 7th March, ’72—Annexure K5) 

(2) The company purchased a second-hand rolling mill from M/s. Bhaskar Tea Co. (P) Ltd. and 
reperted it to the Board for approval subsequently on 22nd December, 1971. 

(Board’s .minute dated 22nd Dec., ’71—Annexure K5) 

(3) Large increases in salaries were allowed to certain officers w.e.f. 1st April, 1970 and the 
matter was placed before the Board for approval on 29th June, 1970. 

(Board’s minute dated 29th June, ’70—^Annexrue K5) 

Sirpur Paper 

(1) The statements of purchases and sales of the capital assets during the months of January, 
February and March, 1971 and borrowings and loans as on 31st March, 1971 were placed before the 
Board on 18th May, 1971. 

(Board’s minute dated 18th May ’71—Annexure K5) 

Zuari Agro 

Amendment to agreement for supply of know-how between the company and US Steel, already 
executed by Svs. K.K. Birla and K.A. Varugis and ratified by the Board on 10th April, 1970. 

(Board’s resolution No. 20 dated 10th April, ’70—Annexure ‘K5’.) 

55. It would be seen fro.m the details given in para 54 above that in the cases of M/s. Century 
Spinning, Gwalior Rayon, Orient Paper, Mysore Cement and Hindustan Aluminium applications 
for issue of Industrial licence for setting up new plants and/or for substantial expansion were made 
by these companies to the Central Government before obtaining the approval of the Board of Direc¬ 
tors. Barring M/s. Century Spinning in other cases the matters were placed before the Board of Dir¬ 
ectors subsequently (sc.meti.mes after a lapse of several months) for ratification/ex post facto sanction. 
In the case of M/s.Century Spinning no such approval see.ms to have been obtained even subsequently. 
In the cases of M/s. Century Spinning, Gwalior Rayon, Kesora.m Industries, Orient Paper, Mysore 
Ce.ment, Hindustan Motors, J.C. Mills, Hindustan Aluminium, Sirpur Paper and Zuari Agro deci¬ 
sions to make large capital investments and/or decisions involving large financial matters were taken 
in anticipation of Board’s approval. On a perusal of the powers of the Senior President/Presidents 
of these companies, I find that none of them had Deen delegated powers to make inportant financial 
commitments of this nature involving new lines of business/expansion of exsiting activities/large 
capital outlays etc. As a matter of fact in a really Board managed company such powers only vest in 
the Board of Directors. It is reasonable to presume that such decisions could only be taken by 
persons who are me.mbers of the group controlling or managing these companies. The paid exe¬ 
cutives, however, senior they may be, could not possibly take such vital decisions in anticipation of 
Board’s approval. The identity of the persons who took these decisions can, however, oe conclusively 
established by a personal examination of the senior executives of these companies as well as the Chair¬ 
man/Directors/Advisors of these companies who are members of the controlling ‘group’. Th's mat¬ 
ter has been referred to earlier in paras 31 and 47. 

It is pertinent to mention here that apart from the important decisions referred to in the 
earlier part of this report there may have been several other important decisions which were not put 
up before the Board of Directors for ratification or approval. This is quite possible in cases where 
banks or financial institutions are not concerned and/or there is no statutory requirement for 
authorising somebody to enter into any agreement or contract on behalf of the company or to file 
claim suits befoie a court. This presumption is supported by the fact that the selected companies 
with tne system of Advisors have themselves admitted that there are no records regarding the 
advice tendered and/or decisions taken by their Advisors. 
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Common Employees 

56' All the Birla Group of Companies were asked through a questionnaire (referred to earlier 
as Annexure ‘B’) to furnish details of their officers who were paid a salary of Rs. 24,000 per annum 
or more during the last three years. A scrutiny of the replies received has revealed that there are a 
large number of officers who are being employed by more than one Birla Group of Companies. Infor¬ 
mation was also collected directly from some of these common employees regarding their salary/ 
incomes. On the basis of the information received from the companies as well as the common emp¬ 
loyees, a statement (Annexure ‘L’) has been prepared showing the name of only those sommon emplo¬ 
yees who are employed by one of the selected companies and/or one .of the companies controlled 
by the ‘group’ (as per Annexures ‘E’l and ‘E’5). On a perusal of the statement it would be observed 
that there are as many as 30 common employees at senior level although this list is by no means exhaus¬ 
tive. The statement includes some persons who are holding key posts of President/Vice-President/ 
Secretary in one company and are holding equally important position(s) in other company(ies). In 
this context, it is pertinent to mention the following names here:— 

(a) Shri R.K. Chhaochharia—President of M/s. Birla Jute who is also the President of M/s. 
Bally Jute Co. and is an executive in Birla Gwalior Private Limited. 

(b) Shri R. L. Thirani—Another President of M/s. Birla Jute is a paid Director of M/s. Birla 
Gwalior Private Ltd. He is also working for M/s. India Linoleum Ltd. 

(c) Shri R. S. Makharia—Commercial Manager in M/s. Orient General Industries Ltd. (sub- 
sidiaty of M/s. Orient Paper Mills) is also an officer in M/s. Birla Brothers Pvt. Ltd. and Eastern India 
Services and Marketing Company Ltd. 

(d) Shri S. N. Prashad—^Vice Presidents of M/s. Birla Jute is also an Executive for M/s. Bally 
Jute Co. and M/s. Birla Gwalior Pvt. Ltd. 

(e) Shri G.D. Thirani—Senior Executive of M/s. Orient Paper is also an Executive of M/s. 
Eastern India Services and Marketing Company Ltd. and Orient General Industries Ltd. 

(f) Shri H. R. Shugla—Managing Director of M/s. Bharat Commerce is also the President 
of M/s. Kesoram Industries. He derives salary income from Jaya Shree Textiles and Industries. 

(g) Shri T. C. Saboo—He was till the year 1971-72 Advisor of M/s. Hindustan Aluminium 
on a very high salary. He was the Senior President of M/s. Birla Jute. He is Advisor in M/s. Birla 
Consultants Pvt. Ltd. and is also working for Saurashtra Chemicals (subsidiary of J.C. Mills). 

(h) Shri S. N. Hada—Senior President of M/s. Kesoram Industries is also deriving salary 
income from M/s. Birla Bros. Pvt. Ltd., Eastern India Services and Marketing Co. Ltd., New Swadeshi 
Mills and Majushree Industries. 

(i) Shri P.C. Aggarwal—Secretary of M/s. Birla Bros. Pvt. Ltd. and M/s. General Marketing & 
Mfg. Co. who is also deriving salary income from M/s. Hindustan Motors, Orient Paper Mills and 
Eastern India Services and Marketing Co. Ltd. 

(j) Shri O.P. Goenka—President of M/s. Kesoram Industries who is also deriving Directors 
remuneration from M/s. Aditya Investment Pvt. Ltd. and Padmavati Raja Cotton Mills Ltd. 

(k) Shri R. A. Makaria—Deputy General Manager of M/s. J.C. Mills who was also the Se¬ 
cretary of M/s. Pilani Investment Corp. Ltd. 

(l) Shri H. P. Singhi—President of M/s. Orient Paper is an Executive of M/s. Eastern India 
Services & Marketing Co. Ltd. He is also working for M/s. Sirpur Paper. 

(m) Shri D. K. Aggarwal—He is a common employee of M/s. Century Spinning and M/s. 
Birla Consultants Pvt. Ltd. 

(n) Smt. Indramani Mandelia wife of Shri D.P. Mandelia derives considerable salary incomes 
from M/s. J. C. Mills and Gwalior Rayon. 

(o) Shri Brij Bhushan Jain—Common officer of M/s. Century Spinning and J.C. Mills. He 
is supposed to be working on part time basis for M/s. J.C. Mills and Chenab Textiles—a division of 
M/s. Birla Cotton Spinning and Weaving Mills. 

(p) Shri S. B. Saria—Executive of M/s. Zuari Agro who is also working for M/s. Century 
Spinning. 

»-7 M of LJ & CA/ND/79 
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57- It is common knowledge that a corporate employer normally does not permit any of its 
employees, much less it’s senior or key personnel, to accept employment under another company 
unless such companies are commonly managed/controlled. With a view to ascertaining as to whether 
the common employees of the select^ companies were permitted by such companies to accept employ¬ 
ment under other companies, ana if so, under what circumstances the Commission had issued summons 
under Section 12 dated 18th December, 1972 to the concerned selected companies calling for this 
information. Replies on this point received from M/s. Zuari Agro, J.C. Mills, Birla Jute, Orient 
Paper, Century Spinning and Hindustan Aluminium do not reveal that any permission was granted 
for accepting common employment. Even in the case of M/s. Bharat Commerce permission was 
given to Shri H.R. Sugla when he was a part time Managing Director in 1958 to get himself engaged 
in any profession, business or vocation but no permission as such was given for employment as Presid¬ 
ent of M/s. Kesoram Industries particularly after he became a full time Managing Director of the 
company. No reply has been received from M/s. Kesoram Industries which matter has been referred 
to earlier in para 19. The fact that these companies had common employees without any specific 
approval on the subject would seem to support the finding regarding common control over such 
companies. 


Conunon donations 

58 • A quick scrutiny of the minutes of the Board of Directors of the selected companies has 
revealed that some of these companies have made very large donations (in some cases amounting to 
Rs. 20 lacs at a time) to some Trusts/Societies with which the members of the ‘group’ are intimately 
connected. The details of the larger donations made to some of these Trusts/Societies appear as 
Annexure ‘M’ to this report. The Annexure also shows briefly the names of the controlling group 
with such Trusts/Societies. On a perusal of this annexure, it would be observed that M/s. Birla 
Institute of Technology & Science (which has been considered to be a society financially controlled 
by the ‘group’ for the detailed reasons given in Annexure ‘I’) received during the financial year ending 
31st March, 1971 Rs. 62-25 lacs from M/s. Century Spinning, Gwalior Rayon, Hindustan Aluminium 
and Birla Consultants by way of contributions for scientific research while no such contribution was 
received from any other outside company(ies). The Institute further received, during the same period, 
a voluntary contribution of Rs. 40,000/- from Trusts and Societies controlled by the ‘group’. It 
also received donations in kind to the tune of Rs. 51-86 lakhs from Birla Education Trust and Krishnar- 
pan Charity Trust—-both controlled by the ‘group’. So far as the financial year 1971-72 is concerned, 
voluntary contribution of Rs. 66 lakhs were received from M/s. Hindustan Aluminium, Gwalior 
Rayon, J.C. Mills, Pilani Investment Corp. Ltd. and Birla Consultants Private Limited. So far as 
the Birla Education Trust, another trust controlled by the ‘group’, is concerned it received donations 
of Rs. 23.61 lacs and Rs. 2.76 lacs during the calendar years 1970-71 respectively from the Birla Group 
of Companies. The major donors during the calendar year 1970 were M/s. J.C. Mills and Pilani 
Investment Corporation Ltd. Their donations accounted for Rs. 20.90 lacs. As regards the Medical 
Research Centre of Bombay Hospital Trust, it would be seen from the Annexure that the total dona¬ 
tions received during the year 1970 and 1971 came to Rs. 36-16 lacs and Rs. 50-55 lacs. Out of 
these, donations from members of the ‘group’ and their relatives, companies/trusts controlled by 
them and other Birla Group of Companies (not analysed) came to Rs. 32-90 lacs and Rs. 32-50 lacs 
for the calendar years 1970 and 1971 respectively. 


59- "nie fact that three major Trusts/Societies either controlled by the ‘group’ or with which 
the group is intimately connected are being generously helped with donations by the members of the 
‘group’ and certain other trusts/societies controlled by the ‘group’ and Birla Group ot Companies, 
lends support to the inference that the donor Trusts/Societies/Companies are being commonly control¬ 
led by the saine ‘group’. In this context, it is pertinent to mention here that even when it came to 
making donations for a worthy cause like the National Defence Fund, it was Shri G.D. Birla a promi¬ 
nent member of the ‘group’ who forwarded seven cheques totalling to Rs. 23 lacs on behalf of 
M/s. Century Spinning, Gwalior Rayon, Hindustan Aluminium, J.C. Mills, Mysore Cements, Pilani 
Investment Corporation Pyt. Ltd. and Birla Consultants Pvt. Ltd. to the National Defence Fund 
authorities. This fact, again, lends support to the inference that these companies are being commonly 
controlled by the group. 


Some documentary material showing common control 

60- The circumstances leading to the inception of M/s. Zuari Agro as a company, it’s colla¬ 
boration agreement with M/s. U.S. Steel and the issue and subscription of its original share capital 
throw considerable light on the question of common control over some of the selected companies as 
well as some other companies which as a result of my analysis appear to be controlled by the‘group’. 
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This matter is discussed below:— 

(1) M/ s. Birla Gwalior Pvt. Ltd. had applied for licence on 30th March, 1962 for establish¬ 
ment of a new industrial undertaking under the name and style of M/s. Zuari Agro Chemicals Ltd. 
for the manufacture of Ammonia and Urea. The licence was granted to M/s. Birla Gwalior Pvt. 
Ltd. on 12th December, 1966 by the Central Government. M/s. Zuari Agro wrote to the Central 
Government on 10th July, 1967 to transfer the licence in the name of M/s. Birla Gwalior Pvt. Ltd. 
to M/s. Zuari Agro. The same was sent along with a letter from M/s. Birla Gwalior Pvt. Ltd. This 
was, however, not considered by the Government as necessary as the name of M/s. Zuari Agro Che¬ 
micals Ltd. had already been included in the licence and it was, therefore, not necessary to delete the 
name of Birla Gwalior Pvt. Ltd. who was the promoter of this project. 

(2) A promotion agreement was entered into between M/s. Armour & Co. and Birla Gwalior 
Pvt. Ltd. on 28th September, 1966 for the purpose of implementing the fertilizer project. 

(3) Later on U.S. Steel Corp. acquired the United States fertilizer business of Armour & Co 
and hence a Collaboration Agreement was entered into between the U.S. Steel Corporation and 
M/s. Birla Gwalior Pvt. Ltd. on 1st November, 68. Article 1 of this Agreement defines ‘Birla Company’ 
and ‘Birla family’ as under;— 

“(a) Birla company shall mean any company or trust in which the Birla family has manage¬ 
ment, control or equity control. 

(b) Birla family means descendants of the late Dr. Raja Baldeo Das Birla and their husbands 
and their wives.” 

(4) According to Article II of the said agreement the cost estimate for the project provides for 
a total expenditure of U.S. $70-9 millions. So far the U.S.$16*57 million of Equity Capital is con¬ 
cerned, the Birla companies were to contribute U.S. S2'38 millions and the share of the Indian Public 
was U.S. $3-45 million. According to Article II(3)(b), 1,785,000 equity shares of Rs. 10/- each were 
to be subscribed for and/be issued and allotted to M/s. Sutlej Cotton Mills, Pilani Investment Corpo¬ 
ration and Birla Bombay Pvt. Ltd. Article IV of the Agreement deals with the transfer of shares and 
lays down that Birla shall ensure that all equity shares held by any Birla company shall remain under 
the control of Birla and shall be subject to restrictions on the transfer of shares contained in this article. 
Any Birla company holding shares in Zuari Agro and wishing to transfer part or all of such shares 
to any one or more Birla companies shall be free to do so. 

(5) M/s. Zuari Agro subsequently entered into correspondence regarding under-writing agree¬ 
ment with M/s. Industrial Development Bank of India, Bombay on 9th April, 1970 stating that due to 
certain legal difficulties Rs. 75 lacs worth of shares originally to be subscribed by Pilani Investment 
Corp. would be subscribed by the following Birla companies:— 


(i) Pilani Investment Corp. Ltd.. 

• 20,00,000 

shares 

(ii) Birla Education Trust. 

• 1,80,000 

»> 

(iii) Century Spinning. 

• 1,50,000 

99 

(iv) Gwalior Rayon. 

• 1,10,000 

99 

(v) Birla Bombay Private Ltd.. 

70,000 

99 

(vi) J.C. Mills ........ 

40,000 

99 

(6) According to Article XI (2) of the Collaboration Agreement this agreement was to remain 


in effect as long as the parties hereto, any U.S. Steel subsidiary or any Birla company, as the case 
may be, own a combined total of at least 50% of the equity shares of Zuari. 

(7) It would appear that having regard to the above considerations M/s. Sutlej Cotton Mills 
Ltd., Pilani Investment Corp., Birla Education Trust, Birla Bombay Pvt. Ltd., Birla Gwalior Pvt. 
Ltd., Century Spinning, Gwalior Rayon and J.C. Mills were allotted 17-85 lacs shares in 1970. All 
these companies/trusts were allotted shares which they had asked for obviously as per their earlier 
arrangement. Apart from this, out of 12,427,500 shares, 37,72,500 shares were as per agreement 
allotted to U.S. Steel Corp. 42,87,500 shares were allotted to U.S. Steel for know-how. Armour & 
Co., IFC, Washington, Bank of America, First Chicago International Finance Corp. and Commum- 
dade of Sancaole. The balance of 25,82,500 shares were issued and allotted to the public in respect 
of which applications received were for 2,13,45,800 shares. It would thus be clearly seen that the 
Birla Group of Companies, Collaborator, Promoter, financial institutions etc. were allotted full 
number of shares as per the agreement whereas so far as the general public is concerned the shares 
were over subscribed by approximately nine times. If the Birla companies had applied for these 
shares in the normal course and not a s per the terms of the agreement and their internal arrangement 
they would not have been allotted 100% shares. 
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(8) The fact that an amount of Rs. 178-50 lacs was subscribed by seven companies and trust 
in the Indian promoter group namely, Sutlej Cotton, Pilani Investment, Birla Brothers, Birla Gwalior, 
Century Sp inning , J.C. Mills and Birla Education Trust was mentioned in the under writing arrange¬ 
ment enter^ into with I.D. B.I. in 1970 for the proposed issued of equity and preference shares. 
According to Clause (VII) of the said agreement during a period of 14 years within which the terms 
loans are re-payable, the company shall ensure that M/s. Sutlej Cotton, Pilani Investment, Birla 
Bombay, Birla Gwalior, Century Spiiming Gwalior Rayon, J.C. Mills and Birla Education Trust and 
U.S. Steel Corporation will not without the prior approval in writing of the Development Bank 
transfer, assign, pledge, hypothecate or otherwise part with or dispose of in any manner howsoever 
and whatsoever their shareholding in the company, present and future and for that purpose the com¬ 
pany was required to furnish to the Development bank undertakings from the above mentioned 
concerns. Transfer etc. between one or among the seven Birla Group of Companies and Birla Edu¬ 
cation Trust and any other Birla company or a member of the Birla family, and from U.S. Steel Corp. 
to one or more of its wholly owned subsidiarv were, however, freely allowed. Further according 
to this agreement M/s. Pilani Investment Corp. was required to give to the Company and the Develop¬ 
ment Bank in such form as may be required by the Development Bank at the appropriate time funds 
to the extent of Rs. 75 lacs to meet the shortfall, if any, in financing the cost of the project and/or 
for working capital. I have verified that M/s. Sutlej Cotton Mills, Pilani Investment Co^., Century 
Spinning, Gwalior Rayon, Birla Brothers, J.C. Mills, Birla Gwalior and U.S. Steel have in fact given 
requisite undertakings for a period of 14 years. It has been further verified that M/s. Pilani Invest¬ 
ment has agreed to provide vide their agreement dated 25th July, 1970 funds not exceeding Rs. 75 lacs 
or cost for meeting shortfall, if any, in the resources of the company for completing the project. 

61. A scrutiny of the records of M/s. Zuari Agro revealed that the said company had issued 
a ‘letter of intent’ to M;s. Fertilizer Engineering and Design Organization (hereinafter referred to as 
FEDO) for setting up the Phosphoric acid handling and storage installation at the Marmugoa Har¬ 
bour area. In view of the fact that subsequently this contract was switched over from M/s. FEDO 
to M/s. Cenray, a division of M/s. Century Spinning for a higher amount, the matter was investigated 
further and the following facts have emerged as a result of this scrutiny which throw considerable 
light on the question of inter-connection between M/s. Century Spinning and M/s. Zuari Agro:— 

M/S. Zuari Agro issued inquiry letters to M/s. Dorr-Oliver (India) Ltd., M/s. Engineering 
Construction Corporation Ltd., Bombay and M/s. FEDO on 22nd October, 1969 asking for their 
quotations before 7th November, 1969 for the construction of Phosphoric acid storage unit at Marmu¬ 
goa Harbour. Thereafter, a final letter of intent was issued in favour of M/s. FEDO on 1st September, 
1970 on the basis of an offer of Rs. 66-7 lakhs turn-key contract price. The draft contract was dis¬ 
cussed and was scheduled to be signed fofmally on 14th October, 1970. But, in the meantime M/s. 
Zuari Agro proposed to change the site to a new location at the wharf level itself which meant sub¬ 
stantial deviation from the original proposal. In view of this fundamental change, the formal con¬ 
tract was not signed on the due date. M/s. FEDO vide its letter dated 19th October, 1970 informed 
M/s. Zuari of the adjustments of price consequent to the change in location. In the same letter 
FEDO informed Zuari that the use of the FRP linning instead of rubber linning would mean a reduction 
of Rs. 3-36 lakhs. FEDO also suggested to Zuari for the study of the soil in the proposed new loca¬ 
tion and the possibilities of pipe lines including the floating section. For this purpose DESCON 
consultants were employed. FEDO submitted a detailed report to Zuari on 30th November, 1970. 
FEDO quoted their approximate cost of Rs. 62-48 lakhs for their first proposal i.e. building up the 
raquired safe bearing capacity for the sort by friction piles. They considered this as the cheapest and 
safest proposition. So far as the intake of phosphoric acid was concerned, the proposal under con¬ 
sideration was to have FRP pipes of 50 metre in length floated on FRP buoys and linked together 
by means of armoured rubber hoses to build up the total required length. F'EDO were not prepared 
to vouch-safe for the trouble free performance of the proposed system. They, however, gave their 
estimate for phosphoric acid intake by extending the navigation channel towards East and construct¬ 
ing about 500 metre pier into the Vasco bay for supporting pipe line. The estimate for this was Rs. 16 
lakhs. This was considered as the safest, surest and most economic solution with no problems in 
operation and upkeep. It appears that in response to this report, M/s. Zuari Agro sent a telex to 
FEDO on 17th December, 70 stating that the pipe-line cost per metre as furnished by the latter is neither 
consistent nor convincing. They asked for full price breakdown of the original price. So far as ‘pil¬ 
ing’ under tank foundation is concerned, M/s. Zuari Agro Chemicals asked FEDO to consider alter¬ 
natives like Cementation, Vibrofloatation, Compaction and stone columns and asked for a discussion 
on 23rd December. M/s. FEDO replied on 19th December, 1970 saying that proposal fot piling 
was based on soil data and analysis given in DESCO’S Report but depth of individual piles will be 
determined by actual load test. They further stated that they will give consideration to the Zuari’s 
claims in giving firm quotation. M/s. FEDO regretted their inability to send their representative 
to meet in Bombay on 23rd December and suggested a meeting after 30th December. As there was 
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no reply from M/s. Zuari, FEDO sent a reminder on 12th January and asked for finalisation of the 
contract. They further enquired about the foundation for storage tanks. M/s. Zuari Chemicals 
informed FEDO on 16th January, 1971 that differences on design approach to pipeline and foundation 
problems have compelled M/s. Zuari Agro Chemicals to find out new arrangements substituting the 
earlier letter of intent in favour of FEDO and asked for a personal discussion to settle the account. 
M/s. FEDO on 19th January, 1971 expressed their surprise at the contents of M/s. Zuari Agro Chemicals 
telex dated 16th January, 1971 and asked for re-consideration of the matter and to agree to continue 
utilizing FEDO’S services for the system excluding the floating line which was not included in the 
original scope. It appears that Dr. Sikchi, Vice-President (Planning & Engineering) visited Cochin 
on 24th January for a personal discussion with Shri T.A. Menon of FEDO. It further appears 
that during the discussions, M/s, FEDO were asked to cointinue as an independent consultant respon¬ 
sible to M/s. Zuari Agro for review of drawings and specifications prepared by Cenray. M/s. FEDO 
vide their telex dated 29th January, 1971 referred to this and expressed resentment over unilateral 
decision of M/s. Zuari to withdraw the contract. They, however, quoted their terms as consultants. 
This offer was finally not accepted by Zuari. While the correspondence with M/s. FEDO was going 
on in December ’70 and January ’71, the company was negotiating for this contract with Cenray. 
M/s. Centray’s letter dated 16th December, 1970 to M/s. Zuari refers to several discussions held at 
Bombay. The actual proposals along with a draft contract were sent by Centray to M/s. Zuari Agro 
on 29th December, 1970 and 11th January, 71. M/s. Zuari issued a Work order to Cenray on 14th 
January, 1971. 

From the above facts which are corroborated by the copies of the correspondence filed by M/s 
Zuari Agro as well as M/s. FEDO, it would appear that while Zuari was still discussing the contract 
FEDO, they also simultaneously discussed the matter with Cenray and unilaterally finalised the 
contract with the latter. Although, Zuari cancelled the letter of intent issued in favour 
of FEDO on the ground of differences on design approach to pipelines and foundations 
problems, but there is no correspondence to support this contention. As a matter of fact the 
cancellation could have come only on the ground of price considerations. It is pertinent to men¬ 
tion here that FEDO had submitted a detailed report on 30th November, 1970 referred to earlier 
which had listed out various possibilities and there is no documentary evidence to support the con¬ 
tention that there were any problems relating to these matters which could not be resolved. It appears 
that the letter of intent issued in favour of FEDO was cancelled primarily on the consideration that 
M/s. Cenray, a part of Century Spinning, which appears to be inter-conneetd with M/s. Zuari Agro 
was subsequently available as a Consultant and the ‘group’ perhaps wanted this contract to be aw¬ 
arded to one of the companies controlled by them. 

This inference derives support from the following facts:— 

(1) M/s. Cenray were not issued any enquiry letter in October,1969 which was issued to M/s. 
FEDO along with two other companies. It is strange that in spite of this the contract was finally 
awarded to M/s. Cenray in January, 1971. 

(2) From the details of the contract obtained by M/s. Cenray during the Calendar Years 1970, 
1971 and 1972, it transpires that the contract from M/s. Zuari was the first contract obtained by them, 
ITie other contracts which were obtained by M/s. Cenray subsequently during these three years were 
comparatively of a minor nature as would be seen from the details given below:— 


Contracts obtained from 
(Names and Addresses) 

Brief description of 
services involved in 
the contract 

Date of obtaining of 
the contract 

Amount received from 
parties mentioned 
under item No.l 
upto 28-2-1973 

1 2 

3 

4 

5 

1. M/s. Ethnor Limited, Bom¬ 
bay-36. 

Selection of suitable 
equipment. Finali¬ 
zation of orders and 
preparation of flow¬ 
sheets and erection 
drawings in conne¬ 
ction with their 
Fine Chemicals 

Plant Building at 
Mulund, Bombay. 

November 24, 1971 

Rs. 15,000.00 
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1 2 


3 


4 


5 


2 . 


The Punjab State Co-oper¬ 
ation Supply & Marketing 
Federation Ltd., Punjab. 


Feasibility Study April, 24, 1972 
Report for Poly¬ 
thene packing mat¬ 
erials. 


3. 


Hindustan Organic Che- Construction of the October 23, 1972 
micals Ltd., Maharashtra. Nitro-chloroben- 

zene Plant Build¬ 
ing. 


4. M/s. Zenith Steel Pipes Ltd. 
Bombay-20. 


Feasibility Study for 
ABS Plastic. 


August 12, 1971 


Rs. 


Rs. 1,55,724-59 


Rs. 9,000 00 


It would thus be seen that M/s. Zuari Agro entrusted M/s. Cenray with such a major and complicated 
work in spite of the fact that M/s. Cenray had not executed any work of this nature or magnitude 
in the pose. 


(3) As mentioned earlier while the correspondence with M/s. FEDO was going on in Decem¬ 
ber 1970—January 1971, M/s. Zuari Agro negotiated for this contract with M/s. Cenray and unilat¬ 
erally awarded the contract to them without first taking any steps to cancel the contract with M/s. 
FEDO. The correspondence exchanged between M/s. Zuari Agro and FEDO does not indicate 
any firm justification for this unilateral cancellation of contract which was formerly awarded to 
FEDO. There is no correspondence to show as to what transpired in the discussions between M/s. 
Zuari Agro and M/s. Cenray which led to the award of the contract in favour of the latter com¬ 
pany. 

(4) The value of the contract in favour of M/s. Cenray was revised to 81-22 lakhs in August, 
1972 and this was much higher as compared to the cost for proposal number (1) submitted by M/s. 
FEDO on 13th November, 1970 which came to only 60-48 lakhs. In view, however, of the fact that 
there were some changes in the specifications, it is not possible to state categorically as to whether 
M/s. Cenray were awarded this contract on more favourable terms because both M/s. Zuari Agro 
and M/s. Century Spinning are being commonly controlled by the ‘group’. 

Guaranteeing of borrowings by ex-managing agents 

62. Enquiries reveal that even after the abolition of the system of managing agency the erst¬ 
while managing agents of the Birla Group of Companies are continuing to guarantee/counter guarantee 
the borrowings arrangements of some of the companies which were formerly being managed by them. 
Under the managing agency system guaranteeing/counter guaranteeing of borrowings of the managed 
companies was one of the essential functions of the managing agents. It transpires that M/s. Birla 
Bros. (P) Ltd., which was prior to the abolition of the system of managing agency acting as the manag¬ 
ing agents/secretary and treasurer of M/s. Birla Jute, Kesoram Industries, Orient Paper, Sirpur Paper, 
Sutlej Cotton Mills, Bally Jute Co., Jayshree Tea & Industries, Birla Cotton Spg. & Wvg. Mills and 
Textile Machinery Corporation and was guaranteeing/counter-guaranteeing the loans of such com¬ 
panies, continues to guarantee/counter-guarantee the borrowings of these companies even after the 
abolition of the managing agency system. M/s. Birla Bros (P) Ltd. is also acting as guarantor/counter¬ 
guarantor for some other companies viz.. M/s. Bharat Sugar Mills, New India Sugar Mills, Upper 
Ganges Sugar Mills and C & E Moton (India) Ltd. which were formerly being managed by M/s Birla 
Bombay Pvt. Ltd. M/s. Birla Gwalior Private Ltd. which was prior to the abolition of the system 
of managing agency acting as the managing agent and guarantor of borrowings for M/s. Century 
Spinning, Gwalior Rayon and Universal Cables, continues to guarantee/counter-guarantee the bor¬ 
rowings of these companies even after the abolition of the sytem of managing agency. Similar posi¬ 
tion prevails in respect of M/s. Birla Bombay Pvt. Ltd. which is acting as guarantor/counterguarantor 
of borrowings for M/s. Indian Smelting & Refining Co,, Govind Sugar Mills, Oudh Sugar Mills, 
Berar Oil Mills, New Swedeshi Sugar, Allahabad Canning Company, Tungbhadra Industries and 
Tims Products (subsidiary of erstwhile managed company). Barring the above companies which were 
being formerly managed by M/s. Birla Bombay Pvt. Ltd. and/or for which it was acting as Secretary 
Treasurer there is only one company viz., Indian Linoleums Ltd. (subsidiary of M/s. Birla Jute) the 
borrowings of which are now being guaranteed by M/s. Birla Bombay Private Ltd. 

63. It would be seen from the facts given in the preceding para that M/s. Birla Bros. Pvt. 
Ltd., Birla Gwalior Pvt. Ltd. and Birla Bombay Pvt. Ltd., all three companies which were formerly 
acting as managing agents/secretaries and treasurers of several Birla Group of Companies and which 
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according to the analysis given inAnnexure ‘El’ are controlled by the ‘group’ are guaranteeing/countcf- 
guaranteeing the borrowing arrangements of the companies formerly managed by them except for 
the fact that in the cases of some companies which were formerly managed by Birla Bombay Pvt. 
Ltd., the borrowings are being guaranteed/counter-guaranteed by Birla Bros. Pvt. Ltd. An analysis 
of the receipts of M/s. Birla Bros. Pvt. Ltd., Birla Bombay Pvt. Ltd. and Birla Gwalior Pvt. Ltd. for 
the period from accounting year ending in 1969 to accounting year ending in the year 1972, has revealed 
the following position:— 

Rs. in lakhs 


Accounting year 

Birla Bros. 

Birla Bombay 

Birla Gwalior 


A 

B 

A 

B 

A 

B 

1969 • 

36-41 

1-62 

13-77 

2-43 

73-61 


1970 • 

30-44 

6-73 

11-86 

2-51 

70-55 

Ml 

1971 ■ 

42-43* 

34-28 

12-76 

12-32** 

83-25 

0-84 

1972 • 

• ^ , 

. , 

, , 

12-94*** 


11-97 


NOTES : A—Income from managing agency/sccretary and treasurcrship. 

B—Income from guarantecing/counter—guaranteeing of borrowings and as Consultants/Advisors of 
Birla Group of Companies. 

*—^Excludes income from Indo Ethopian Textile Company. 

♦♦—Does not appear to include Rs. 1.36 lacs on account of Management and Sales Consultancy fees 
from Zuari Agro Chemicals Ltd. 

—Does not appear to include Rs. 3.75 lacs on account of Management and Sales Consultancy fees 
from Zuari Agro Chemicals Ltd. 

So far as the above figures are concerned, it is pertinent to mention here that separate receipts 
on account of guarantee/counter guarantee commission arose after the abolition of the system of manag¬ 
ing agency for which the effective date was 1st April, 1970 and as such the full impact of the 
receipts on account of guarantee/counter guarantee commission can be seen only in the year 1971-72. 
If this fact is kept in view, it would be observed that in the case of M/s. Birla Bros. Pvt. Ltd., the receipts 
on account of guarantee commission fell short of the average receipts of managing agency commission 
for the last three years by only 6%. In the case of M/s. Birla Bombay Private Ltd., the receipts on 
account of guarantee/counter-guarantee commission during the accounting year 1972 were equal to 
the average receipts on account of managing agency commission for the last three years. If the mana¬ 
gement and consultancy fees of M/s. Zuari Agro which appear to have been accounted for in the 
subsequent years are taken into consideration, the income of this company on these scores would be 
much more than the average income which it was deriving from managing agency commission. So 
far as M/s. Birla Gwalior Private Ltd. is concerned, the receipts on account of guarantee/counter¬ 
guarantee commission are only a small fraction of the receipts on account of the managing agency 
commission in the earlier years. The fact, however, remains that at least two of the ex-managing 
agents have, by merely performing one function after the abolition of the managing agency system 
compensated for the loans of their entire income from the performance of various functions (including 
this function) as managing agents. 

64. In view of the above position which does not seem to be based on commercial conside¬ 
rations, it was considered necessary to probe into this matter further. It transpires that according 
to the terms of the agreement entered into between the guarantors (the ex-managing agents) and the 
borrowers (companies which were formerly managed by one of these erstwhile managing agents) 
the guarantors would be entitled to a commission at the rate of 1 % calculated on the maximum 
amount guaranteed and/or counter-guaranteed by the guarantor during any Calendar Year. In view 
of the fact that the system of managing agency was prevalent in several other ‘Large’ and ‘Larger’ 
Groups and the question of guaranteeing or counter-guaranteeing of borrowings after the abolition 
of the system of managing agency, must have arisen in their cases also, enquires were made from 17 
companies belonging to different groups (selected as a sample) regarding their guaranteeing/counter¬ 
guaranteeing arrangements after the abolition of the system of managing agency. The names of 
some of the companies from whom enquiries were made are M/s. Delhi Cloth Mills, Premier Auto¬ 
mobiles, J.K. Chemicals, Larsen & Toubro, Kohinoor Mills, Indian Dye Stuffs, Associated Cements, 
Hindustan Construction Co. Ltd. and Kirloskar Oil Engines. The results of the enquiries made have 
been tabulated in the form of a statement which appears as Annexure ‘O’ to this report. On a perusal 
of a statement, it would be observed that out of 17, ten companies were not paying anything by way of 
guarantee/counter-guarantee commission. In two other cases guaranteeing was done by individual 


108 


Directors who it appears were not paid any guarantee Commission. Even in the remaining five cases 
where any bank guarantee commission was being paid to a company or individual the rates 
of guarantee commission were much less as compared to the rate of guarantee commission which is 
being paid by the Birla Group of Companies. In the case of M/s. Rohtas Industries, the guarantee 
commission was paid at the effective rate of 1/3% per annum as the individual Directors—the co¬ 
guarantors had waived their right to receive any commission. In the case of M/s. Jaipur Udyog 
Ltd. the rate of guarantee commission is 1/3% per annum. M/s. New Sherrock Spg. & Wvg. Co. 
Ltd., are paying guarantee commission at the rate of 1/2% per annum. In the case of M/s. Kohinoor 
Mills Co. Ltd. the rate of guarantee commission was 3/4% per annum which was reduced to 1/2% 
per anniim w.e.f. 1st October, 1971. In the case of M/s. TELCO, the guarantee commission is being 
paid at the rate of 1/4% per annum on an average undrawn limit and 3/4% on average borrowings 
during each year calculated with monthly restings. It is only for unsecur^ loans that the corres¬ 
ponding figures are 1/2% and l%per annum respectively. 


65. In view of the fact that in several large companies belonging to other groups, no guarantee 
commission is being paid, it was considered necessary to enquire from selected companies where 
guarantee commission is being paid as to whether the guaranteeing arrangements were entered into 
at the instance of the lending banks. In the case of M/s. Birla Jute from the company’s reply, it appears 
that the State Bank of India on 8th May, 1970 asked for the continuance of guarantees by M/s. Birla 
Bros. Pvt. Ltd. In the case of M/s. Orient Paper from the company’s reply it appears that it asked 
the State Bank of India on 10th April, 1970 as to whether the guarantee by M/s. Birla Bros. Pvt. Ltd. 
should continue after the abolition of the managing agency system and the bank confirmed vide 
its letter dated 18th April, 1970 that the guarantee should remain in force to enable the bank to con¬ 
tinue the advance sanctioned to the company. So far as M/s. J.C. Mills, Century Spinning, Hindu¬ 
stan Aluminium, Gwalior Rayon and Kesoram Industries are concerned, they have not furnished 
the requisite information in response to the summons under Section 12 dated 18th December, 1972 
issued by the Commission. This matter has been referred to in para 19 earlier. The requisite infor¬ 
mation is not available for M/s. Sirpur Paper. In these circiunstances, it is not possible to say as to 
whether in the cases of M/s. J.C. Mills, Century Spiiming, Hindustan Aluminium, Gwalior Rayon 
Kesoram Industries and Sirpur Paper the guaranteeing arrangements were continued at the instance 
of the lending banks. 

66. Enquiries were also made independently from some of the lending banks on the question 
as to whether the guaranteeing or counter guaranteeing by the ex-managing agents was continued 
at the instance of the lending banks. So far as M/s. Gwalior Rayon is concerned, the reply of State 
Bank of India reveals that the existing guaranteeing arrangements were continued after the abolition 
of the managing agency system, but there is no specific correspondence to show that this continuance 
was at the instance of the lending bank. The bank has subsequently vide its letter dated 14th July, 
1972, released M/s. Birla Gwalior Pvt. Ltd. from its guarantee. In the case of M/s. Centuary Spinning, 
the State Bank of India wrote to the company as early as 31st July, 1969 stating that they are prepared 
to examine the company’s suggestion of relieving M/s. Birla Gwalior Private Ltd. of their guaranteeing 
obligation under the cash credit arrangements sanctioned to the company, subject to the condition, 
that the rate of interest on the advances would be 1/2% more and the company will be required to 
maintain a net working capital of Rs. 75 • 80 lakhs at all times during the Calendar Year of the advance. 
It appears that this matter remained under correspondence upto the end of December 1969 as the com¬ 
pany did not agree to the proposed conditions. The matter seems to be still pending. So far as the 
guaranteeing arrangements relating to M/s. Kesoram Industries, Birla Jute and Orient Paper are 
concerned, the State Bank of India has, in reply to the Commission’s question “Did your bank speci¬ 
fically ask for such a guarantee after the abolition of the managing agency in respect of the aforesaid 
company’’ stated as under:— 

M[s Kesoram Industries 

“No. The guarantee of M/s. Birla Brothers (P) Ltd. formed a part of the terms and conditions 
on which the Cash Credit limits were sanctioned to the Company even before the abolition of the 
Managing Agency System. The guarantee in question has, therefore, been continuing as an 
additional security for the advances, since the advances have been granted against hypothe¬ 
cation (and not pledge) of the Company’s stocks”. 

Mis Birla Jute 

“The Company have differentimits and the dates on which facilities were originally sanctioned 
to each of them are shown below:— 

(i) Jute Division.1921 
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(ii) Calcimn Carbide Division ..g,- 

(iii) Staple Fibre Division • J 

(iv) Satna Cement Works .1959 

The Bank did not specifically ask for a guarantee after the abolition of the Managing Agency system. 
It formed a part of the terms and conditions of the arrangement even before the abolition of the 
Managing Agency System. The guarantee was obtained as an additional security for the advances 
since these had been granted against hypothecation (and not pledge) of stocks”. 

Mjs Orient Paper 

“No. The guarantee formed a part of the terms and conditions of the arrangement even 
before the abolition of the Managing Agency System. The guarantee was obtained as an additional 
security for the advances since these had been granted against hypothecation (and not pledge) of the 
Company’s stock. However upon consideration of the company’s very sound financial position and 
other relevant factors, we have since decided to release the guarantee on the Company agreeing to 
abide by certain restrictive covenants in the conduct of their business.” 

As some of the selected companies had not furnished the details of their different bank accoimts 
and guarantee commission paid, it has not been possible to make enquiries from all the lending banks. 
Even from the limited information available from State Bank of India, it would appear that in the 
cases of the selected companies the old guaranteeing/counter guaranteeing arrangements by the manag¬ 
ing agents were continued even after the abolition of the managing agency system and the continuance 
was not invariably at the insistance of the lending banks. It is pertinent to mention here that while 
the managing agency system was in force the guaranteeing of borrowings by the managing agents was 
not wholly dependent upon the financial soundness/capacity of the managing agents but after the 
abolition of this system financial capacity/soundness of the guarantor should be sole criterion. Look¬ 
ed at from this angle, neither M/s. Birla Bros. Pvt. Ltd. nor M/s. Birla Gwalior Pvt. Ltd. were in a 
position to guarantee/counter guarantee the huge borrowings of several selected companies. In 
view of this as well as having regard to the rate of guarantee commission which matter has been dis¬ 
cussed in para 64 above it is reasonable to presume that the guaranteeing arrangements by M/s. 
Birla Bros. Pvt. Ltd. and Birla Gwalior Pvt. Ltd. were not based on ‘commercial considerations’ and 
were possible only because these two companies as well as the selected companies whose-borrowings 
were guaranteed by these companies were being controlled by the same ‘group of person’. 

Telephones under common grouping 

67- The Delhi Telephone Directory April, 1971 lists out certain telephone numbers under 
the head ‘Birla Industries’. Enquiries from the P & T Department reveal that in June 1969 issue of 
Delhi Telephone Directory the heading under which the entries of “M/s. Birla Industries, UCO Bank 
Building, Parliament Street, New Delhi” were grouped was “Birla Brothers Pvt. Ltd., Birla Gwalior 
Pvt. Ltd., United Commercial Bank Building, Parliament Street, New Delhi. Later on, in July 1970 
issue of the Delhi Telephone Directory, the entries were given under the name & style of “Birla Ind¬ 
ustries, United Commercial Bank Building, Parliament Street, New Delhi” at the instance of M/s. 
Birla Gwalior (P) Ltd. vide their letter No. Nil dated 23rd October, 1969/3rd November, 1969 signed 
by one Shri H.K. Agarwal on behalf of Birla (Gwalior) Pvt. Ltd. An additional separate entry in 
ordinary type was also shown in July 1970 issue under alphabet ‘B’ as under:— 

1. Birla Bros. (P) Ltd. 38—1114 

2. Birla Gwalior (P) Ltd. 38—1198 

United Commercial Bank 38—4851 

Building, Parliament 

Street, New Delhi. 

In April 1971 issue the entry has been shown under the name & style in ordinary type as under:— 

1. Birla Bros. (P) Ltd. 38—1114 

United Commercial Bank 38—1198 

Building, Parliament 38—4851 

Street, New Delhi 

The words Birla Gwalior (P) Ltd. were scored out being the descriptive matter as per departmental 
rules. 
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It would thus be seen that the various telephone numbers which were formerly listed under the 
heads “Birla Bros. Pvt. Ltd.” and “Birla Gwalior Pvt. Ltd.” were after the abolition of the managing 
agency system, listed in the Delhi Telephone Directory of July 1970 under the name and style of “Birla 
Industries” at the instances of Birla Gwalior (Pvt.) Ltd. A statement (Annexure ‘P’) has been pre¬ 
pared showing the various names and telephone numbers which appeared under the common head¬ 
ings—“Birla Brothers Pvt., Ltd., Birla Gwalior Pvt. Ltd.”and “Birla Industries” in the Directory issues 
of June 1969, July 1970 and April 1971. A persual of the statement would show that although the 
telephone numbers are in the names of different companies and/or officers of different Birla Group 
Companies but the same wre/are still being shown under the common headings viz., “Birla Brothers 
Pvt. Ltd., Birla Gwalior IVt. Ltd., and Birla Industries”. 


An enquiry was also made from the P & T Department as to whether any of these telephones 
were under the O.Y.T. Scheme, and if so, whether there has been any change in the ownership of 
these telephones after the abolition of the system of managing agency? It transpires that some tele¬ 
phones where the OYT/Non-OYT was paid by certain companies prior to the abolition of the system 
of managing agency, are now listed in the names of either other companies or their employees under 
the heading “Birla Industries”. A few of these are mentioned below:— 


1. S.R. Bhise 

(Employer Eastern 
India Services) 


Office—383215—OYT M/s. Birla Gwalior 

Res. —619001—Non OYT M/s. Birla Bros. 

(P) Ltd. 


2. V.N. Kohli 
(Eastern India 
Services). 

3. B.N. Saxena 

(M/s. Gwalior Rayon, 
Hindustan Aluminium, 
Century Spinning & 

J.C. Mills) 

4. R. Balasundaram 
(Manju Shree Industries) 

5. K.P. Singh 
(formerly Eastern India 
Services). 

6. B.B. Lall 

(Birla Gwalior Group 
of Industries). 


Office—383290—OYT M/s. Hyderabad Allwyn Metal 
Works Ltd. 


—384854—OYT M/s. Birla Gwalior. 


381727—OYT M/s. Kesoram Industries 
Res. —626755 Do. 

Res. —623542—OYT M/s. Shree Services and Trading 
Co. 


Res. —262011—OYT M/s. Gwalior Rayon. 


The fact that telephone numbers of employees of different Birla Group of Companies which 
were prior to the abolition of the system of managing agency listed under the heading “Birla Bros. 
Pvt. Ltd., Birla Gwalior Pvt. Ltd.” were, at the instance of M/s. Birla Gwalior Pvt. Ltd., listed under 
the heading “Birla Industries” lends support to the fact that these companies are commonly controlled. 
Similarly, the fact regarding payment of OYT or Non-OYT telephones by certain companies for 
telephones which now stand in the names of different companies or their employees without any 
change or adjustment in the OYT or Non-OYT payment lends further support to this finding. 


Common Facilities and Services 

68- Enquiries reveal that the selected companies are enjoying several common facilities/ 
services alongwith other Birla Group of Companies. Such common facilities/services are (i) common 
office accommodation (ii) common service companies which provide office accommodation, staff 
services, inter-audit services, law & taxation services, guest-house, telex and telephone facilities (iii) 
common purchasing agents abroad (iv) Delhi Liaison Office (v) common aircraft facilities and (vi) 
common provident fund facilities. It is pertinent to mention here that even prior to the abolition 
of the system of managing agency the above mentioned common facilities and services were being 
availed of by different Birla Group of Companies all of which were not commonly managed. As a 
matter of fact there were three main managing agents viz.. M/s. Birla Bros. Pvt. Ltd., Birla Gwalior 
Pvt. Ltd. and Birla Bombay Pvt. Ltd. Further there were some companies which had no managing 
agents/secretaries and treasurers. The main common feature even then was that these three companies 
(ex-managing agents) were commonly controlled by the Birla family or alternatively the companies 
which had no managing agents were directly controlled by the Birla family. 
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Even after the abolition of the managing agency system most of these Birla Group of Companies 
continue to avail of common facihties/services. It mi^rt be aruged that this is only for the sake of 
convenience and economy and for historical reasons and does not indicate any conomon control 
over these companies. Apart from the mere ‘commonness’ of services and facilities there are other 
important considerations, referred to below, which lend support to view that common services/ 
facilities are yet another piece of evidence to show common control over such companies:— 

(1) Common services and facilities themselves are being rendered by companies which are 
controlled by the ‘group’. 

(2) Common services and facilities are mostly limited to the Birla Group of Companies whereas 
in the normal course the services/facilities should be available to others also on reasonable payment. 

(3) The charges for these services are generally not being recovered on commercial consider¬ 
ations and are sometimes purely ad hoc in nature. It is further pertinent to mention here that the 
two major service companies are showing negligible net profits in spite of large receipts. This can 
happen only in a situation where the service companies as well as the companies served are controlled 
by the same ‘group’. 

These common services and facilities are discussed in the succeeding paras. 

Common Office Accommodation 

69. The offices of a large number of ‘Birla Group of Companies’ at Calcutta were located in 
15, India Exchange, Calcutta, before its closure in 1969 due to trouble with their employees. Barring 
the companies which have shifted their offices to Industry House 10, Camac Street, Calcutta and 9/1. 
Rajendra Nath Mukerjee Road, Calcutta, the offices of other companies have resumed functioning 
in the said building. 

M/s. Kamal Trading Co. (P) Ltd. had acquired a plot of land from M/s. Pilani Investment 
Corporation at 10, Camac Street, Calcutta. Both these companies appear to be controlled by the 
‘group’ as would be seen from Annexure ‘El’ to this report. M/s. Gwalior Rayon, Century Spinning, 
J.C. Mills, Birla Jute, Kesoram Industries, Hindustan Aluminium (all selected companies), India 
Linoleums (a subsidiary of M/s. Birla Jute), M/s. Birla Cotton & Spinning & Weaving Mills Ltd. 
and Pilani Investment Corporation, (companies controlled by the ‘group’ as per Annexure ‘El’ to this 
report) alongwith 9 other Birla Group of Companies had entrusted M/s. Kamal Trading Co. (P) 
Ltd. with the development and supervision of construction of a block or blocks of multi-storeyed 
building to be used for offices, show room houses and other ancillary purposes on the said land. M/s. 
Kamal Trading Company was allowed commission on the cost of construction. This multi-storeyed 
builffing at 10 Comae Street has since been occupied by these companies. 

Similarly M/s. Birla Buildings Ltd. owned 47 cottahs of land at 9/1 Rajendra Nath Mukerjee 
Road, Calcutta. An agreement was entered into on 9th November, 1966 between M/s. Birla Buildings 
Ltd. on one part, 25 other Birla Group of Companies on the second part (including M/s. Kesoram 
Industries, Orient Paper, Sirpur Paper and Hindustan Motors) and Shri M.P. Birla, Shri B.K. Birla, 
Shri G. Makharia, Shri R.K. Chhaochharia, Shri P. Roy and Shri D.P. Mandelia, Trustees of Birla 
Bros. Pvt. Ltd. Provident Fund Institution—third part, according to which 25 companies of the second 
part were to construct a 15 storeyed building and the Trustees of the third part were to give loans of 
Rs. 77-55 lakhs to M/s. Birla Buildings Ltd. and the 25 companies mentioned in the second part to 
enable them to put up the proposed construction. The construction of this building has since been 
completed and the building is now occupied by these companies. 

So far as the Birla Group of Companies located at Bombay are concerned, a new company 
M/s. Industry House Ltd. was promoted for providing accommodation to such concerns—M/s. 
Century Spinning, Gwalior Rayon, J.C. Mills (all three selected companies), Birla Bombay Pvt. Ltd. 
and Sutlej Cotton Mills Ltd. (companies controlled by the group as per Annexure ‘El’) are the import¬ 
ant shareholders of this company. The building ‘Industry House’ at Bombay, owned by this com¬ 
pany, houses M/s. Century Spinning, J.C. Mills, Sutlej Cotton Mills, Birla Bros. Pvt. Ltd., Birla 
Bombay Pvt. Ltd., Birla Gwalior Pvt. Ltd. and a few other Birla Group of Companies. 

Common Services 

70. Apart from the consultancy services which matter has been referred to in paras 48 to 51 
above, there are various other types of services which are being rendered to a large number of Birla 
Group of Companies by two companies controlled by the ‘group’ (Annexure ‘El’) viz.. M/s. Eastern 
India Services and Marketing Co. Ltd. and Shree Services & Trading Co. Ltd. This matter is 
discussed below:— 
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Eastern India Services and Marketing Co. Ltd. 

This company had realised Rs. 36,68,391/- and Rs. 13,54,673 on account of rent and service 
charges during the years ending 31st March, 1970 and 31st March, 1971 respectively. The lower 
charges during the year ending 31st March, 1971 were due to the closure of 15, India Exchange which 
was then housing a large number of Birla Group of Companies at Calcutta. The company was under 
my letter dated 18th January, 1972 requested to furnish the details of its receipts, including the names 
of the payers, exact nature of the services rendered and the broad basis on which the charges have been 
levied in respect of rent and service receipts of Rs. 36,68,391 and Rs. 13,54,673 for the years ending 
31st March, 1970 and 31st March, 1971 respectively. The company has under its letter dated 28th 
January, 1972 stated that the above ajnounts were realised as rent and service charges for providing 
accommodation including electricity, sanitary, security and maintennee, personnel, telephones, telex 
services etc. The company has also furnished the names of the parties from whom the above amounts 
were realised but the details of the payments made by the individual parties have not been furnished. 
The company initially did not intimate the basis cf these service charges. The company has in res¬ 
ponse to the summons issued by the Commission furnished the details of its receipts from the ten 
selected companies. An analysis of the list of payees shows that barring 50 parties/individuals (out 
of a total of 346) all other payees belonged to the following categories;— 


(1) Birla Group of Companies; 

(2) Members of the ‘group’ and their relatives; 

(3) Executives of Birla Group of Companies; and 

(4) Trusts and Societies which are being controlled by the ‘group’. 


Further the receipts from these ten selected companies alone came to Rs. 5,47,221 and constituted 
40% of the total realisations on account of rent and service charges for the year ending 31st March, 
1971. Even these facts reveal that this company was acting primarily as a service company for the 
Birla Group of Companies. 

As regards the basis of the rent and service charges, the company has furnished the following 
information;— 

Rent .is in respect of rent and service charges including ele¬ 

ctricity, security and maintenance services in con¬ 
nection with space occupied by concerned companies. 
Charged on the basis of area occupied. 

Staff-Services • • • • is in respect of services of officers and staff made avai¬ 

lable to the companies concerned for varied nature 
of services rendered. Charged as agreed considering 
services rendered. 


Internal-Audit 

Guest-House 


Telex • 
Telephone 


is for carrying out of internal audit work of concerned 
companies. Charged considering work involved, 
is in respect of stay of representatives of concerned 
companies in the Guest House. Charged on the basis 
of stay therein. 

For telex messages sent for the concerned companies. 
Charged on the basis of number of words. 

For telephone calls made. Charged on the basis of 
actual charges plus service charges. 


It would thus be observed that so far as the charges for staff services, internal audit and Guest¬ 
house are concerned, the realisation are being made on did hoc basis. 


There are some other important aspects which need mention here. This company is earning 
large amounts by way of service charges. It is also acting as a Selling Agent/Distributor of M/s 
Hyderabad Allwyn/M/s. Orient Paper and is earning substantial amount by way of Selling Agency/ 
Distributor’s commission. In spite of this, its net income is negligible as would be seen from the 


following figures:— 


(Rupees in lakhs) 

Year ended 

Receipt for 
Services 

Commission Net 
profit 

31-3-72. 

7-04 

3-32 

0-23 

31-3-71. 

13-55 

3-51 

0-30 
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Year ended 


31-3-70 

31-3-69 

31-3-68 

31-3-67 

31-3-66 

31-3-65 


(Rupees in lakhs) 

Receipt for Commission 
services Net Profit 


36.68 

4.10(Rs 

. 629 only) 

39-28 

3-06 

0-41 

41-16 

2-70 

0-28 

38-38 

4-84 

1-09 

33-07 

4-46 

0-68 

23-14 

3-3 

0-60 


Further this company has paid large amounts by way of donations/contributions to concerns with 
which the group is associated as would be seen from the following figures:— 


Birla Institute of Scientific Research 

- 1967-68 

Rs. 2 lacs 


1968-69 

Rs. 5 lacs 


1969-70 

Rs. 5 lacs 

Calcutta Hospital & Medical Research Institute— 

1967-68 

Rs. 3 lacs 


1968-69 

Rs. 5 lacs 


1969-70 

Rs. 9 lacs 

Birla Institute of Technology 

• 1969-70 

Rs. 1-5 lacs 


It is also pertinent to mention here that the premises which the company is using for renting out, 
have all (except the one at New Delhi), in turn, been taken on rent from M/s. Birla Bros. (P) Ltd., 
Birla Gwalior (P) Ltd., Orient Paper Mills and India Exchange Ltd. 

Shree Services and Trading Co. 

This company had realued Rs. 19-20 and Rs. 27-36 lakhs by way of services during the year 
ending 31st March, 1970 and 31st March, 1978 respectively. An analysis of the service charges for 
the year ending 31st March, 1971 has revealed that barring the receipts from 16 payees (out of a total 
of 98) all other receipts were from categories of persons enumerate earlier while dealing with M/s. 
Eastern India Services. The receipts from such parties/individuals came to Rs. 26,39,970 out of the 
total realisations of Rs. 27,36,024 for the year ending 31st March, 1971. 

This service company is rendering various types of services relating to purchase of stores and 
materials, sales, secretariat staff, accounting, legal and taxation work, liasion office work, providing 
office accommodation and other connected services to its constituent . The company has no written 
agreements with its constituents. It is stated that the .'ervice charges are fixed by mutual consultations 
keeping in view the services taken and the expenses incurred by the company in rendering such services. 
The company was asked to further clarify the basis of recovery of such charges. The company has 
in its reply dated 13th March, 1972 furnished the following basis for the service charges relating to 
Law & Taxation Department, Public Relations Department, Guest House at New Delhi, Joint 
Organisation of six Sugar Mills, Joint Technical Department and Delhi Liaison Office:— 

“Law and Taxation Department—A fixed amount per month was charged which amount was 
fixed having regard to the expenses and apportioned on estimate of volume of service rendered. 

Public Relations Department—^A fixed amount per month was charged which was apportioned 
on estimate of volume of services rendered. 

Gnest House at 5, Tees January Marg, New Delhi—The charges were fixed for per day stay. In 
the case of Birla Brothers Pvt. Ltd. the charges include charges @ Rs. 2,000/- per month for office 
accommodation and facilities for holding conference etc. 

Joint Organization of six Sugar Mills—^This department rendered various type of services such as 
purchase, sales, accounting, secretarial services, etc. to the sugar mills. Actual expenses incurred 
with addition of 1 % services charges were charged from the six sugar mills on the basis of a percen¬ 
tage fixed having regard to the estimated volume of work. 

Joint T^hnical Department—This department rendered technical services to the sugar mills. Actu¬ 
al expenses incurred with addition of 1 % service charges were charged from the six sugar mills on the 
basis of a percentage fixed having regard to the estimated volume of work. 
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Delhi Liaison OfiSce—Actual expenses with addition of 1 % for service charges were recovered from 
the various constituents on the basis of a percentage fixed having regard to the estimated volume of 
work. From January 1971, Zuari Agro Chemicals one of the constituents paid Rs. 10,000/- per 
month.” 


It would thus be observed that for the above services the charges are being levied on ad hoc 
basis. It is further pertinent to mention here that although its receipts which run into several lacs 
are increa.dng year by year, there is no increase in its net profits as would be seen from the following 
figures which are readily available:— 


31-3-62 

31-3-63 

31-3-64 

31-3-65 

31-3-66 

31-3-67 

31-3-68 
Delhi Office 


eceipts 

Net 

Profits 

(Rupees 

in lakhs) 

10-60 

0-13 

12-75 

0-15 

13-62 

0-08 

16-89 

0-12 

12-33 

0-22 

19-12 

0-09 

loss 

20-78 



71' Some of the offices of “Birla Industries” as per Delhi Telephone Directory are located in the 
UCO Bank Building, Parliament Street, New Delhi. Enquiries from UCO Bank revealed that the 
following Birla Group of Companies are its tenants:— 


Name of the Co. 

1. Eastern India Services & Marketing Co. Ltd. 

2. Birla Gwalior (P) Ltd. .... 

3. Shree Services & Trading Co. Ltd. • 

4. TEXMACO. 

5. Electric Construction & Equipment Co. Ltd. 


Annual rent 
Rs. 65,286 
Rs. 1,04,304 
Rs. 43,226 
Rs. 7,514, 
Rs. 5,400 


The bank has further intimated that there has been no change in the tenancy during the last 
five years. So far as M/s. Eastern India Services and Shree Services are concerned, it is understandable 
that they have taken some accommodation on hire in Delhi as they are essentially service companies. 
Similarly, some accommodation might be required by M/s. TEXMACO and Electric Construction 
for their own use at Delhi. It is, however, interesting to note that M/s. Birla Gwalior Pvt. Ltd. which 
was formally acting as the Managing Agents of several ‘Birla Group of Companies’ has taken large 
office accommodation on rent. A scrutiny has revealed that M/s. Birla Gwalior Pvt. Ltd. had received 
Rs. 1,99,004/- and Rs. 2,09,925/- as office service charges during the years ended 31st March, 1970 
and 31st March, 1971 respectively. Further, during the year ending 31st March, 1970 office service 
charges of Rs. 1,85,804/- and Rs. 13,200/- were received only from two parties viz., Eastern India 
Services and Shree Services respectively. During the year ending 31st March, 1971 (after the abolition 
of the managing agency system), office service charges were received from as any as 27 companiesi, 
A scrutiny of the details shows that after 1st April, 1970—M/s. Birla Gwalior had let out accom¬ 
modation to several other Birla Group of Companies (apart from the two service companies). 


The office of the Chief Resident Executive ‘Birla Gwalior Group of Industries’ is located on 
the 4th floor of the UCO Bank Building. Enquiries from the Chief Resident Executive reveal that he is 
working in this capacity for M/s. Hindustan Aluminium, Gwalior Rayon, J.C. Mills (Textile Division), 
the Centuary Spinning (Textile Division). According to the Chief Resident Executive, he is also att¬ 
ending to some work relating to M/s. Mysore Cements Ltd., Birla Institute of Technology & Science 
& Birla Consultants (P) Ltd. The Chief Resident Executive was specifically asked about the name(s) 
of his employer. It has been stated that at best Shri Saxena is an employee of these concerns and the 
expression Chief Resident Executive of ‘Birla Gwalior Group of Industries’ has been used only for the 
same of brevity and convenience. It has been stated that his salary as well as that of his staff are 
being borne by M/s. Hindustan Aluminium, Gwalior Rayon, J.C. Mills (Textile Division) and Century 
Spinning (Textile Division). According to an agreement dated 5th September, 1969 amongst the 
above mentioned four companies, the expenses of this office (except those attributable to the individual 
companies are being shared in the following manner:— 
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M/s. Hindustan Aluminium .35 % 

M/s. Gwalior Rayon.35% 

M/s. J.C. Mills . 15 % 

M/s. Century Spinning.15% 

It is quite clear that this is an ad hoc arrangement. Further it is not clear as to how it is possible to 
fix service charges for individual companies including Mysore Cements and Birla Consultants (P) 
Ltd. for liaison and similar work at Delhi which is being attended to by the Delhi Office. It is pertinent 
to mention here that there has been no change in these arrangements during the last three years and 
as such the position as it prevailed prior to the abolition of the system of managing agency is still 
continuing. 

A common arrangement of the type discussed above where, by the very nature of their work’ 
the realisations are purely ad hoc in nature, is possible only if these companies are commonly managed/ 
controlled. This amngement was there earlier when the four contracting companies were commonly 
inanaged by M/s. Birla Gwalior (P) Ltd. It seems that common control exists ever after the abolition 
of the managing agency system. 


Common aircraft facilities 

72' M/s. Gwalior Rayon owns an aircraft and the use of this aircraft is (as per agreement dated 
31st January ’70 between the said company on the one hand and M/s. J.C. Mills, Hindustan Aluminium 
Century Spinning, Birla Bros., Birla Consultants, Birla Gwalior and Birla Bombay on the other hand) 
being shared by these companies. A., per clause 4 of the said agreement (relevant portion reproduced 
below) the services are on no profit no loss basis. 

“Provided always that the total amounts payable to the company in terms of the provisions of 
this clause as well as clause 3 above by the users will be such so that the company shall neither 
make any profit nor incur any loss by reason of its allowing the use of the said aircraft to the 
users in terms of this agreement.” 

It is further relevant to mention here that Radar and Aircraft Radio equipments owned by 
Hindustan Aluminium have been given on rental basis to M/s. Gwalior Rayon for the use of their 
aircraft. 

Common buying and selling agents 

73 • So far as the selected companies are concerned they are having some common buying and sel¬ 
ling agents as would be seen from the following details:— 


I East India Produce Co. Ltd., London 

Shri B. M. Birla is a Director in this company. This company was formerly an ‘associate’ 
of M/s. Birla Gwalior (P) Ltd. and M/s. Birla Bros. Pvt. Ltd. in view of their shareholdings. 


Gwalior Rayon 
Century Spinning 
J.C. Mills ■ 
Hindustan Motors 
Orient Paper Mills 
Birla Jute Mills • 
Sirpur Paper 


Purchasing agent for 5 years (Special Resolution of 
A.G.M. dated 27-6-1969). 

Purchasing agent (Company’s letter Secy/260/71 dated 
22-11-71). 

Appointment as buying agent renewed for 3 years 
w.e.f. 1-4-71 (Board’s minute dated 29-3-71). 

Appointment made as buying agent for five years w.e.f. 
6-4-70 (A.G.M. held on 30-12-70). 

Appointment as buying agent renewed for 3 years 
w.e.f. 1-7-70 (Board’s minute dated 31-7-70). 

Appointment as buying and selling agent for five years 
w.e.f. 1-4-70 (Board’s minute dated 24-7-70). 

Appointment as buying agent renewed for three years 
w.e.f. 30-6-71 (Board’s Minute dated 27-2-71). 
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II. Birla A.G. Switzerland 

It is a subsidiary company of M/s. J.C. Mills. 

J.C. Mills .Appointment as buying agent renewed for three years 

w.e.f. 1-7-69 (Board’s minute dated 6-5-69). 

Birla Jute Mills • • • • Buying and selling agent for 5 years w.e.f. 1-4-70 

(Board’s minute dated 24-7-70). 

Hindustan Aluminium • * • Appointment renewed as buying & selling agent 

(Board’s minute dated 22-12-71). 

Century Spinning • • • Purchasing and selling agent outside India (Company’s 

letter Secy./260/71 dated 22-11-71). 

III. American East India Corp., New York—^This was a subsidiary of M/s. East India Produce Co 
Ltd. 

Sirpur Paper Mills • • • Appointment as buying agent renewed for 3 years w.e.f. 

8-7-71 (Board’s minute dated 27-2-78). 

Birla Jute Mills • • • • Appointment as buying agent renewed for 5 years w.e.f. 

1-4-70 (Board’s minute dated 24-7-70). 

Orient Paper Mills • • • Appointment as buying agent renewed for 3 years w.e.f. 

\-l-lQ (Board’s minute dated 31-7-70). 

Century Spinning ■ • • Purschasing agent outside India (Company’s letter 

Secy./260/71 dated 22-11-71). 

IV. Traders International Inc., Washington 

J.C. Mills .Appointment as buying agent renewed for 5 years w.e.f. 

1-4-70 (Board’s minute dated 26-2-70). 

Hindustan Aluminium Corporation Appointment renewed as buying and selling agent w.e.f. 
Ltd. 22-11-71 (Board’s Minute dated 22-3-71). 

As the above companies have been incorporated outside India, it has not been possible to 
examine the question as to whether the commission payments to these companies were made purely on 
commercial considerations. 

Common Provident Fund Facilities 

74- A scrutiny of the minutes of the Board of Directors of M/s. Birla Brothers Private Limited for 
the CalendarjYears 1969 to 1971 revealed that there are two Provident Funds, narnely. M/s. Birla Indust¬ 
ries Provident Fund and Birla Bros. Pvt. Ltd. Provident Fund Institution of which a large number of 
Birla Group of Companies are members. Enquiries from M/s. Birla Brothers Pvt. Ltd. Provident 
Fund Institution reveal that 165 concerns are members of this Fund. On a scrutiny of the list it 
appears that, apart from the Birla Group of Companies and trusts and registered societies controlled 
by the ‘group’ there are no other members of the Fund. 

So fai as the Birla Industries Provident Fund is concerned there are 74 menibeis at present and 
barring three concerns which have not been investigated, all others appear to be Birla Group of Com¬ 
panies and trusts/societies controlled by the ‘group’. There is another point which needs mention 
here. In the Board of Birla Industries Provident Fund Institution each member company is entitled 
to have two trustees—one representing the employees of the company and the other representing the 
member company. It appears that the representative of the member company is appointed by M/s. 
Birla Bros. (P) Ltd. in consultations with the member company and as such the member company 
has very little say in the selection of trustees. It has also been stated in the constitution of this Fund 
that the Chairman of the Board of Trustees shall be representative of the employers and shall be 
nominated to be the Chairman of the Board of Trustees by the Birla Bros. (P) Limited (vide clause 11 
of the constitution of the Trust). Thus Birla (P) Ltd. have control over the trustees of Birla Industries 
Provident Fund Institution as half of the Trustees and the Chairman of the Board of Trustees are 
appointed by them. 

‘Group’ 

75* Having regard to (a) the share analysis of selected companies discussed in detail in paras 
27 and 28 above and (b) material showing control/management of selected companies by Svs. G.D. 
Birla, R.D. Birla, B.M. Birla, B.K. Birla, G.P. Birla, K.K. Birla, M.P. Birla, S.K. Birla, Aditya Vikram 
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Birla, Ashok Vardhan Birla, D.P. Mandelia and K.G. Maheshwari (referred to earlier in para 21) 
as Chairman of the Board of Directors/Directors/Hony. Advisors/Advisors/Special Advisors (discus¬ 
sed in paras 29 to 74 earlier), there is enough material to conclude that these peisons constitute a ‘group’ 
in terms of Section 2(g) of the Act. 

Summary and Conclusions 

76" In the light of the share analysis and the circumstantial evidence indicating control/ 
management by the ‘group’, the following conclusions would seem to emerge on the question of inter¬ 
connection of the Selected companies. The material which has been very briefly referred to below, 
has been discussed in detail in the paragraphs mentioned in brackets. Item 5 of relevant Annexures 
‘jr to ‘J12’ (analysis sheets) also refers to the detailed material on which the findings for ‘inter-con¬ 
nection’ are based. 

Mjs J.C. Mills and Gwalior Rayon 

(1) The ‘group’ is controlling more than 51% of the equity capital in M/s. J.C. Mills and 
Gwalior Rayon. Shri G.D. Birla was serving as the Chairman of the Board of Directors 
of M/s. Gwalior Rayon prior to the abolition of the managing agency system and he is still 
the Chairman of the company. So far as J.C. Mills is concerned, 4 out of 7 Directors were 
members of the ‘group’ and/or their relatives. The corresponding figures for M/s. Gwalior 
Rayon were 5 and 10 respectively. Further the persons who were the nominees of the 
managing agents on the Board of Directors of these companies under the managing 
agency system, have continued to be the Directors of such companies even after abolition 
of the system of the managing agency except that Shri L.N. Birla has taken the place 
of Shri S.K. Birla in the case of M/s. Gwalior Rayon. Svs. A.V. Birla and G.D. Birla are 
the ‘Honorary Advisors’ of M/s. Gwalior Rayon and J.C. Mills respectively (para 34). 
Shri D.P. Mandelia is the Advisor of M/s. Gwalior Rayon, J.C. Mills and Century Spin¬ 
ning and Special Advisor of M/s. Hindustan Aluminium (para 35). So far as the role of 
Honorary Advisors is concerned, the common features thereof have been discussed earlier 
(para 47). In the case of J.C. Mills, M/s. Birla Gwalior Pvt. Ltd., its ex-managing agent 
and a company controlled by the ‘group’ is acting as its advisor w.e.f. 1st March 1970 
(para 48). There are instances of top decision making in anticipation of the Board’s 
approval in the cases of both Gwalior Rayon and J.C. Mills where the decisions appear 
to have been taken by the Chairman/Hony. Advisors/Advisors of these companies (paras 
54 and 55). 

There is some documentary material in the collaboration and under-writing agreements of 
M/s. Zuarai Agro to indicate inter-connection amongst Gwalior Rayon, J.C. Mills, Century 
Spinning, Zuari Agro, Sutlej Cotton Mills, Pilani Investment Corp. Ltd., Birla Bombay 
Pvt. Ltd., Birla Gwalior Pvt. Ltd. and Birla Bros. Pvt. Ltd. (para 60). 

The borrowings of M/s. Gwalior Rayon are being guaranteed/counter-guaranteed by M/s. 
Birla Gwalior Pvt. Ltd., a company closely controlled by the ‘group’ on non-commercial 
considerations indicating control over the former company by the ‘group’ (paras 62 to 
66). Both these companies along with M/s. Hindustan Aluminium and Century Spinning 
are having a common Chief Resident Executive with a separate office and staff at Delhi 
who is also attending to some work relating to M/s. Mysore Cements Ltd. and Birla 
Institute of Technology and Science and Birla Consultants Pvt. Ltd. Barring the expenses 
attributable to individual companies, the expenses of this office are being shared in an 
ad hoc manner by M/s. Hindustan Aluminium, Century Spinning, Gwalior Rayon and 
J.C. Mills (para 71). M/s. Gwalior Rayon owns an aircraft and the use of this aircraft is 
being shared with M/s. J.C. Mills, Hindustan Aluminium, Century Spinning, Birla Bros., 
Birla Consultants, Birla Gwalior and Birla Bombay on no profit no loss basis (para 72). 

Both these companies are sharing several common facilities and services with other selected 
companies as well as with several other Birla Group of Companies. These are: (a) office 
accommodation (para 69), (b) common services (para 70), (c) common purchasing and 
selling agents (para 73) and common provident fund facilities (para 74). As regards the 
common services and facilities, it is pertinent to mention here that these are being rendered 
by companies which arc controlled by the ‘^oup’.and are mostly limited to the Birla Group 
of Companies. The charges for these services are generally not being recovered on com¬ 
mercial considerations. This can happen only in a situation where the service companies 
as well as the companies served are controlled by the same ‘group’ (para 68). The common 
buying and selling agents abroad appear to be companies controlled by the ‘group’. Both 
these companies along with some other selected companies and some other Birla Group 
9—7 M of LJ & CA/ND/79 
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of Companies have made large donations to trusts/institutions contolled by the ‘group* 
and/or with which they are closely associated (para 59). Both these companies have some 
executives who are also working for other selected companies/other Birla Broup of Com¬ 
panies. There is no record to show the circumstances in which such common employ¬ 
ment was permitted. This also lends support to the finding regarding common control 
over such companies (paras, 56 and 57). 

In view of the above, M/s. J.C. Mills and Gwalior Rayon can be considered as inter-connected 
undertakings, controlled/managed by the same ‘group’ of persons. 


Mis. Kesoram Industries, Birla Jute, Orient Paper and Century Spinning 

(2) The ‘group’ is controlling more than 40% of the equity capital in M/s. Kesoram Industries, 
Birla Jute, Orient Paper and Century Spinning. In the case of M/s. Century Spinning 
the exact figure is 49-88% and thus falls short of the majority control i.e. 51% by a little 
over 1%. Svs. B.K. Birla, M.P. Birla, G.P. Birla and R.D. Birla were the Chairmen of 
the Board of Directors of these companies prior to the abolition of the system of managing 
agency. The same persons are continuing as the Chairman of these companies even after 
the abolition of the managing agency system. In the case of all these companies, there is 
direct evidence to indicate that their Boards of Directors were dominated by their Chair¬ 
man (paras 30 and 31). 

So far as the representation of the members of the ‘group’ and/or their relatives on the Board of 
Directors of M/S. Kesoram Industries and Birla Jute is concerned, it may be stated that 
there were 2 (excluding Shri H.L. Somani brother of a relative) out of a total of 6 Directors 
in the former company and 3 (excluding Shri H.L. Somani brother of a relative) out of a 
total of 8 Diiectors in the latter company. It may be mentioned here that, in addition, 
Shri P.D. Himatsinghka is a common Director in both these companies. He is also a 
trustee in Vishwa Mangal Trust, Hindustan Charity Trust, Hindustan Chaiity Trust 
(1959) and All India Hindu (Arya) Dharma Sewa Sangh (a registered society, all controlled 
by the ‘group’. Further Shri N.K. Kejriwal who is a Director in M/s. Birla Jute is also a 
Director in M/s. J.C. Mills—a company controlled by the ‘group’. He is a trustee in Sewa 
Nidhi Trust—a trust controlled by the ‘group’. Similarly, Shri Rasiklal Maneklal is a 
common Directoi in M/s. Birla Jute, Century Spinning and Orient General Industries Ltd. 
(a subsidiary of M/s. Orient Paper). It would thus be seen that if the persons who are 
closely associated with the members of the ‘group’ and their relatives are also considered, 
their representation on the Board of Director of M/s. Kesoram Industries and Birla Jute 
would come to 4 out of 6 and 7 out of 8 respectively. In the case of M/s. Orient Paper 
Mills apart from Shri G.P. Birla, a member of the ‘group’, Shri A.L. Goenka is also on the 
Board of Directors as the Vice-Chairman of the company. He is a salaried Director of 
M/s. Birla Bros., a closely controlled company of the ‘group’. He was prior to the 
abolition of managing agency system, a nominee of M/s. Birla Bros, (ex-managing agent) 
on the Board of Directors of this company. He is a trustee in Shree Krishna Bhandar 
Trust and Chandra Kant Trust, both private trusts controlled by the ‘group’. He is thus a 
‘trusted employee of the group’. Further, Shri N. Sundaresan, a Director of the company, 
was also in receipt of salary income from M;S. Orient Paper and Hindustan Motors in 1970- 
71. He along with Svs. R.K. Kanoria, G. Basu and J.P. Poddar, other Directors, received 
substantial amounts by way of Director’s remuneration from M/s. Orient Paper. These 
persons can, therefore, be considered as trusted persons of the ‘group.’ In view of this, 
the Board of Directors can be considered as dominated by the ‘group’. It is pertinent 
to mention here that the persons who were the nominees of the managing agents on the 
Board of Diiectors of these companies under the managing agency system have continued 
to be the Directors of such companies even after the abolition of the said system. They 
are also members of the ‘group’ except Shri A.L. Goenka in the case of M/s. Orient Paper, 
who as discussed earlier is a trusted employee of the ‘group’. 

Shri S.K. Birla is the Hororary Advisor of M/s. Birla Jute and Svs. G.D. Birla, B.K. Birla and 
D.P. Mandelia are the Advisors (the first two are Honorary) of M/s. Century Spinning. 
The common features of the role of these Advisors have been discussed earlier 
(para 47). There are numerous instances of top decision making relating to 
setting up of new units, expansion of existing units and capital expenditure in 
excess of delegated powers in anticipation of Board’s approval in the cases of 
M/s. Century Spinning and Orient Paper. One such instance is available in the case of 
M/s. Kesoram Industries. In all these cases the decisions appear to have been taken 
by the Chairman/Honorary Advisors/Advisors of these companies (paras 54 and 55). 
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As mentioned in sub-para (1) above, there is documentary material to show inter-connec¬ 
tion amongst M/s. Gwalior Rayon, J.C. Mills, Century Spinning and some other Birla 
Group of Companies (para 60). 

The borrowings of M/s. Kesoram Industries, Birla Jute and Orient Paper are being guaranteed/ 
counterguaranteed by M/s. Birla Bros. Pvt. Ltd. their ex-managing agent and a company 
controlled by the ‘group’. In the case of M/s. Century Spinning, the guaranteeing/counter¬ 
guaranteeing is being done by its ex-managing agent M/s. Birla Gwalior Pvt. Ltd., a com¬ 
pany controlled by the ‘group’. Such ^aranteeing/counter-guaranteeing is being done on 
non-commercial considerations and indicates control over these companies by the ‘group’ 
(paras 62-66). M/s. Century Spinning is sharing a Chief-Resident Executives set up at 
Delhi and an aircraft with M/s. Gwalior Rayon, Hindustan Aluminium and J.C. Mills. 
These matters have been referred to in sub-para (1) above. 

As discussed in sub-para (1) above these selected companies are sharing several common 
facilities and services with other selected companies as well as several other Birla Group of 
Companies. These companies have also some common executives which matter has also 
been referred to in sub-para (1) above. The position regarding large scale common 
donations (referred to earlier) also prevails particularly in the case of M/s. Century Spin¬ 
ning. 

It is pertinent to mention here that proxies in favour of Shri M.P. Birla, Chairman of M/s. 
Birla Jute were received in respect of shares carrying 17,46,374 votes (44% approx, of the 
total voting power) for the Annual General Meeting of M/s. Birla Jute held on 15th 
September, 1971. In the case of M/s. Century Spinning, proxies were received in favour 
of Shri S.K.. Birla (a Director of the company) for the total number of 1,85,246, 1,81,878 
and 1,76,556 votes respectively for the General Meetings of the company held on 4th 
February, 1970, 26th June, 1970 and 22nd June, 1971. The percentage of proxies received 
with reference to the total voting power came to 52* 17, 50-96 and 49-76 respectively. 
Proxies in favour of Shri B.K. Birla, Chairman of M/s. Kesoram Industries in respect 
of shares carrying 9,58,722 votes were received for the General meeting of M/s. Kesoram 
Industries held on 21st May, 1971. This came to 32% of the total voting power. In 
the case of M/s. Orient Paper the company obtained proxies for 11,93,981 votes in favour 
of Svs. N.M. Birla t^Vice-President of the company), S. K. Kejriwal, B.K. Vyas (Secretary 
of the company) and A.L. Goenka (Vice-Chairman of the company) in respect of its 
Annual General Meeting held on 30th October, 1971. This constituted 30% of the total 
voting power. It is pertinent to mention here that all these proxies were in addition 
to the voting power controlled by the ‘group’ where the persons were present at the Annual 
General Meeting of these companies. 

In view of the above considerations. M/s. Kesoram Industries, Birla Jute, Orient Paper and 
Century Spinning are considered as cases of de facto control/managemtnt by the ‘group’. 
These undertakings would, therefore, become inter-connected under the Act. 

Mjs. Hindustan Aluminium Mysore Cements and Zuari Agro 

(3) The ‘group’ is controlling 31 - 71 %, 20 - 32 % and 11 - 81 % of the total voting power in the 
cases of M/s. Hindustan Aluminium, Mysore Cements and Zuari Agro respectively. 
In these three companies it appears that the ‘group’ is retaining its control with the support 
of its foreign collaborators. In this connection, it is relevant to mention here that in the 
case of M/s. Hindustan Alumnium, the foreign collaborators have granted proxies in fa¬ 
vour of Svs. G.D. Birla and A.V. Birla for the Annual General Meetings held on 5th June, 
1970 and 7th June, 1971. Similarly, in the case of M/s. Mysore Cement proxies in favour of 
Shri N.L. Hamirwasia (President of the company) were given by M/s. Kaiser Engineers 
Overseas Corporation for the General meetings of the company held on 29th December, 
1970, 17th February, 1971'and I2th January, 1972, by Kaiser Jeep International Corpora¬ 
tion for the General meeting held on 29th December, 1970 and by Kaiser Industries Cor¬ 
poration (who have since acquired the shares held by Kaiser Jeep International Corpor¬ 
ation) for the Annual General meeting held on 12th January, 1972. In the case of M/s. 
Zuari Agro the support of the foreign collaborator to the ‘group’ is evident from the 
collaboration agreement (discussed in para 60) and from the application of Shri K.K. 
Birla, Chairman of the company made to the Reserve Bank of India in November 1970 
(para 30 page 59). 

If the voting power of the ‘foreign associates’ (concept of foreign associates discussed in para 
25) in the case of M/s. Hindustan Aluminium is taken into consideration the voti^ power 
of the ‘group’would increase to 58 - 38 %. Even if the voting power of the foreign colla- 
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borators is ingnored, the percentage of the voting power of the ‘group’ with reference 
to the “Effective Equiry” (as discussed in para 25 above) would come to 43-2. Similar¬ 
ly for Mysore Cements, the voting power of the ‘group’ and it’s ‘foreign associates’ 
comes to 45 •32%. The percentage of the voting power of the‘groups with reference 
to the “Effective Equity” would come to 34-07. It is pertinent to mention here that 
13-03%. voting power is controlled by Mysore State Government which does not 
appear to be opposed to the control/management of this company by the ‘group’. In 
the case of M/s. Zuari Agro the voting power of the ‘group’ and its ‘foreign associates 
comes to 48-6 %. If the shares held by one of the selected companies viz., M/s. Cen¬ 
tury Spinning are taken into consideration the percentage would go up further. 

Apart from the extent of control by the ‘group’ over the equity capital of these companies, 
there is a lot of circumstantial evidence to indicate de facto control/management over 
of these companies by the ‘group’. Shri G.D. Birla was serving as the Chairman of the 
Board of Directors of M/s. Hindustan Aluminium prior to the abolition of the 
managing agency system and has continued to be the Chairman of this 
company even after the abo’ition of this system. In the cast of 

M/s. Mysore Cement, G.D. Birla has been the Chairman of the company for the last sev¬ 
eral years for which information is available. So far as M/s. Zuari Agro is concerned 
which was incorporation in the year 1967, Shri K.K. Birla has been the Chairman of the 
company since its very inception. It appears that Svs. G.D. Birla and K.K. Birla are not 
merely the Chairman of the Board of Directors of M;S. Hindustan Aluminium and Zuari 
Agro respectively who preside over the Board meetings, but are playing an important 
role in the top management of these companies. The important decisions taken and/or 
important duties and functions performed by these members of the ‘group’ as Chairmen 
of the Board of Directors of these two companies have been discussed in detail in para 
30 above. Shri G.D. Birla carried out important negotiations and discussions with the 
foreign collaborators and financiers. He made six foreign trips during Calendar Years 
1970, 1971 and 1972 on behalf of M/s. Hindustan Aluminium. Similarly, Shri K.K. 
Birla went out twice from December ‘70 to June ‘72 on behalf of M/s. Zuari Agro for 
holding important discussions with foreign collaboration and financiers. There are 
certain common features about the role of the members of the ‘group’ as chairman of 
most of the selected companies which have been referred to in para 31 earlier. These 
discussions clearly indicate that Svs. G.D. Birla and K.K. Birla are controlling/managing 
M/s. Hindustan Aluminium and Zuari Agro respectively. So far as M/s. Hindustan 
Aluminium is concerned, available, there is enough material to show that Shri D.P. Mande- 
lia had taken certain important decisions on behalf of M/s. Hindustan Aluminium and was 
entrusted with the performance of certain important duties (para 38). There are some 
instances of top decision making involving setting up of plants and other capital expenditu res, 
outside the delegated powers, in the cases of M/s. Hindustan Aluminium and Mysore 
Cements where decisions appear to have been taken by the Chairman/Hony. Advisor/ 
Special Advisor of these companies in anticipation of Board’s approval. Decisions like 
this can be taken only by persons who are controlling/managing these companies (paras 
54 & 55). 

M/s. Hindustan Aluminium is sharing the Chief Resident Executive’s set-up Delhi and an air¬ 
craft with M/s. Gwalior Rayon, Century Spinning and J.C. Mills. M/s. Hindustan 
Aluminium is also sharing certain common facilities and services with other selected 
companies as well as several other Birla Group of Companies. Both these matters have 
been discussed earlier in sub-para (1) above. The position regarding large scale com¬ 
mon donation (referred to earlier) also prevails in the case of M/s. Hindustan Alxuninium. 
So far as M/s. Zuari Agro is concerned, there is a lot of independent documentary evidence 
to show its inter-connection with M/s. Gwalior Rayon, J.C. Mills, Century Spinning, 
Sutlej Cotton Mills, Pilani Investment Corp., Birla Bros. Pvt. Ltd., Birla Bombay Pvt. 
Ltd. and Birla Gwalior Pvt. Ltd. (paras 60 & 61). Further, M/s. Birla Bombay Pvt.Ltd., 
a company closely controlled by the ‘group’ has been appointed as its Management and 
Sales Consultant on a payment of Rs. 3,75,000 per annum plus out of pocket expenses 
not exceeding Rs. 1 lakh. Scrutiny has revealed that this payment is net being made 
for commercial considerations. Such a situation is possible only if both companies are 
commonly controlled (para 49). 

The total number of proxies received by M/s. Hindustan Aluminimn in favour of Svs. G.D. 
Birla/B.P. Khaitan/A.V. Birla and Svs. A.V. Birla/B.P. Khaitan for its Annual general 
Meetings held on 5th June ‘70 and 7th June ‘71 were 38,08,266 and 44,40,562 respectively. 
These constituted 47 % and 55 % of the total voting power. 
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Having regard to the above considerations. M/s. Hindustan Aluminium, Mysore Cements and 
Zuari Agro are considered as controlled/managed by the ‘group’ and would, tWefore, 
become inter-connected undertakings. 

(4) Mfs. Hindustan Motors, Sirpur Paper & Bharat Commerce .—The ‘group’ is 
controlling 12-5%, 8-69% and 10-7% of the total voting power in the cases 
of M/s. Hindustan Motors, Sirpur Paper and Bharat Commerce respectively. It would 
thus be seen that in all these cases the group is exercising control only over a small per¬ 
centage of the voting power. In the case of M/s. Hindustan Motors theere is, however, 
weignty evidence to indicate de facto control/management over of the company by the 
‘group’. 

So far as M/s. Hindustan Motors is concerned, its pertinent to mention here that M/s. Jaipur 
Development Co. Ltd. and Birla Jute are holding 2,84,133 ano 66,667 shares respectively 
of this company. Hindustan Charity Trust and Hindustan Charity Trust (1959;, both 
trusts controlled by the ‘group’, are holding 60% shares of M/s. Jaipur Development 
Corporation which had given proxy in favour of Shri G.P. Birla for the Annual Gteneral 
meeting of the company held on 30th December, 1971. M/s. Birla Jute is a selected 
company. If the shareholdings of both these companies are considered, the voting power 
controlled by the ‘group’ would increase by 3-2% to 15 7%. 

In the case of M/s. Sirpur Paper the Government of Andhra Pradesh is controlling 15-75% 
of the total voting power. It would appear that control over this company by the group 
is primarily due to the support/neutrality of the Government of Andhra Pradesh. 

Coming to the evidence regarding control/management in the case of M/s. Hindustan Motors, 
it may be stated that Svs. B.M. Birla and G.P. Birla were the Chairman and Vice-Chainnan 
of the Board of Directors prior to the abolition of the managing agency system and they 
are continuing in the same capacity even after the abolition of this system. It is pertinent 
to mention here that these two persons were the Ex-officio Directors of this company 
under the managing agency system. According to the Board’s minute dated 31st March 
‘70 the President and the Secretary of the company are required to seek the advice of the 
Chairman on matters relating to the business and affairs of the company. Further Shri 
B.M. Birla, Chairman had undertaken long foreign trips (viz. from August ‘70 to Nov¬ 
ember ‘70, September ‘71 to January ‘72 and September ‘72 to December ‘72) and conducted 
vital negotiations with foreign collaborators and other parties on behalf of the company (para 
30). The decision regarding the proposed collaboration with M/s. Adam Opel of West Ger¬ 
many in anticipation of the Board’s approval als appears to have been taken by Shri B.M. 
Birla (para 54). So far as the representation of the members of the ‘group’ and their 
relatives on the Board of Directors of the company is concerned it may be stated that 
their number is 3 out of a total of 6 Directors. The fourth Director Shri B.P. Khaitan 
is closely associate with the ‘group’. Further, there is a Conunittee of Directors which 
has very vast powers (e.g. capital expenditure of Rs. 200 lacs). This Committee has on 
it Svs. B.M. Birla and G.P. Birla. Tne third member is a relative and the fourth one is 
Shri B. P. Khaitan who is closely associated with the ‘group’ (para 52). The company 
is also shaiing certain common facilities and services with other selected companies as 
well as with several other Birla Group of Companies which matter has been referred to in 
sub-para (1) earlier. The company had obtained proxies in respect of 25,20,104, 
20,27,610 and 24,95,893 shares in favour of Svs. B.M. Birla, B.P. Knaitan and G.P. Birla 
for the Annual General Meetings the company held on 28th November ‘69, 30th Dec. ‘70 
and 30th December ‘71 respectively. 

In the case of M/s. Sirpur Paper the evidence showing common control has been discussed 
in paras 34, 37 and 50 earlier. In view, however, of the fact that the control by the ‘poup’ 
is dependent upon the support/neutrality of the Government of Andhra Pradesh, it can¬ 
not be considered as a case of clear de facto control. So far as M/s. Bharat Cbnunerce 
is concerned the main evidence is that the Managing Director of the company is a trusted 
employee of the ‘group’ and the company is sharing some common facilities and services 
with other Birla Group of Companies, this is, however, not sufficient to indicate control 
over the company by the ‘group’. 

In view of the above discussions only M/s. Hindustan Motors can be considered as an inter¬ 
connected with other companies controlled by the same group. 
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(5) In view of the above discussions, M/s. J.C. Mills, Gwalior Rayon, Kesoram Industries, 
Birla Jute, Orient Paper, Century Spinning, Hindustan Aluminium, Mysore Cements 
Zuari Agro and Hindustan Motors companies which are controlled/managed by the same 
■‘group’ of persons would become inter-connected undertakings in terms of Section 2(g) 
of the Act. In addition, 38 companies mentioned in Annexure ‘El’, which are also con¬ 
trolled/managed by the same ‘group* of persons would become inter-connected with the 
aforesaid ten selected companies. These 38 companies include two important Birla Group 
of Companies viz.. M/s. Birla Cotton Spinning & Weaving Mills Ltd. and Sutlej Cotton 
Mills Ltd. There are 9 companies listed out in Annexure ‘E5’ which are subsidiaries of 
some of these companies included in Annexure ‘El’. Similarly, there are 15 companies 
listed out in Annexure ‘Q’ which are subsidiaries of ten selected companies referred to 
earlier and which are considered as inter-connected undertakings. These 24 (9+15) 
subsidiary companies would also become inter-connected in terms of Section 2(g)(iii)(b) 
of the Act. As a result of this 72 companies (10 selected companies plus 38 Annexure 
‘El’ companies plus 9 subsidiaries—Annexure ‘E5’ plus 15 subsidiaries—Annexure ‘Q’) 
would become inter-connectea undertakings under the Act. It is pertinent to mention 
here that even a limited study of 12 selected companies has revealed inter-connection 
amongst 72 Birla Group of Companies and as such if a full scale study is undertaken, it 
may be possible to establish inter-connection amongst a very large number of Birla Group 
of Companies. 

( 6) It may be stated that if the Commission/Central Government proposes to decide the question 
of inter-connection of the basis of this report, the selected companies as well as other con¬ 
cerned compames will have to be given an opportunity of presenting their case. 


Dated Wth May 'Ti 


(Sd.) R.D. SAXENA 
Director (Investigation) 
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Annexure “A” 


Names of the first tier companies of Birlas included in the ILPIC's Report 

1. M/s. Aditya Investment Pvt. Ltd. 

2. M/s. Air Conditioning Corporation Ltd. 

3. M/s. Alco-Chem. Ltd. 

4. M/s. Asian Distributors Ltd. (formerely Rajputana Investment Co.) 

5. M/s. Assam Fruit Products Ltd. 

6. M/s. Assam Jute Supply Co. Ltd. 

7. M/s. Atlas Iron & Alloys Ltd. 

8. M/s. Bally Jute Co. Ltd. 

9. M/s. Baroda Investment Co. Ltd. 

10. M/s. Basant Properties Ltd. 

11. M/s. Beloit (India) Ltd. 

12. M/s. Behar Journals Ltd. 

13. M/s. Bengal Rubber Co. Ltd. 

14. M/s. Bengal Stores Ltd. 

15. M/s. Bharat Commerce & Industries Ltd. 

16. M/s. Bharat General & Textile Industries (formerely Bharat Kala Bhandar Ltd.) 

17. M/s. Bharat Produce Co. Pvt. Ltd. 

18. M/s. Bharat Sugar Mills Ltd. 

19. M/s. Bharat Trading (International) Ltd. 

20. M/s. Bharat Tyre & Rubber Co. Ltd. 

21. M/s. Bihar Alloy Steels Ltd. 

22. M/s. Birla Bombay Pvt. Ltd. (formerly Cotton Agents P. Ltd.) 

23. M/s. Birla Brothers Pvt. Ltd. 

24. M/s. Birla Buildings Ltd. 

25. M/s. Birla Consultants Pvt. Ltd. 

26. M/s. Birla Cotton Spg. & Wvg. Mills Ltd. 

27. M/s. Birla Gwalior Pvt. Ltd. 

28. M/s. Birla Jute Manufacturing Co. Ltd. 

29. M/s. Blackwood Hodge Equipments Pvt. Ltd. 

30. M/s. Bombay Industrial Traders Ltd. (formerly Bombay Life Assurance Co. Ltd.) 

31. M/s. Bombay Trading Company Pvt. Ltd. 

32. M/s. C. & E. Morton (India) Ltd. 

33. M/s. Central Distributors Limited. 

34. M/s. Central India Coal Fields Ltd. 

35. M/s. Central India General Agents Ltd. 

36. M/s. Central India Industries Ltd. 

37. M/s. Central India Machinery Mfg. Co. Limited. 

38. M/s. Central Traders Corporation Pvt. Ltd. 

39. M/s. Century Enka Limited. 

40. M/s. Century Spg. & Mfg. Co. Limited. 

41. M/s. Champaran Marketing Company Limited. 

42. M/s. Chota-Nagpur General Trading Co. Ltd. 

43. M/s. Dagger Forst Tools Ltd. 

44. M/s. Dailloy (India) Limited. 

45. M/s. Darbhanga Marketing Company Ltd. 

46. M/s. East India Investment Co. Pvt. Ltd. 

47. M/s. Eastern Economist Limited. 

48. M/s. Eastern Equipments & Sales Ltd. 
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49. M/s. Eastern India Services & Mkt. Company Ltd. 

50. M/s. Eastern Spinning Mills Ltd. 

51. M/s. Electric Construction & Equipment Co. Ltd. 

52. M/s. Express Dairy Co. Ltd. 

53. M/s. Ganga Properties Ltd. 

54. M/s. Ghillidary Tea Company Ltd. 

55. M/s. Godavari Corporation Limited. 

56. M/s. Gobind Sugar Mills Ltd. 

57. M/s. Gwalior Commercial Co. Ltd. 

58. M/s. Gwalior Finance Corporation Ltd. 

59. M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

60. M/s. Gwalior Webbing Co. Limited. 

61. M/s. Hanuman Trading Co. Pvt. Ltd. 

62. M/s. High Quality Steels Ltd. 

63. M/s. Hind Cycles Ltd. 

64. M/s. Hindustan Aluminium Corporation Ltd. 

65. M/s. Hindustan Cellulose & Paper Mills Ltd. 

66. M/s. Hindustan Discounting Co. Ltd. 

67. M/s. Hindustan Gas & Industries Ltd. (formerly Hindustan Gas Co. Ltd.) 

68. M/s. Hindustan Gum & Chemicals Ltd. 

69. M/s. Hindustan Heavy Chemicals Ltd. 

70. M/s. Hindustan Motors Limited. 

71. M/s. Hindustan Motor Corporation Ltd. 

72. M/s. Hindustan Times Ltd. 

73. M/s. Hyderabad Agencies Pvt. Limited. 

74. M/s. Hyderabad Allowyn Metals Works Ltd. 

75. M/s. Hyderabad Asbestos Cement Products Ltd. 

76. M/s. Indian Air Travels Ltd. 

77. M/s, India Linoleums Ltd. 

78. M/s. Indian Plastics Ltd. 

79. M/s. Indian Express Exchange Ltd. 

80. M/s. Indian Produce Co. Pvt. Ltd. 

81. M/s. Indian Rayon Corporation Ltd. 

82. M/s. Indian Rockwool Company Ltd. 

83. M/s. Indian Shipping Company Ltd. 

84. M/s. Indian Smelting & Refining Co. Ltd, 

85. M/s. Indian Steamship Co. Ltd. 

86. M/s. Indian Tool Manufacturers Ltd. 

87. M/s. Indo Newall Machine Tools Ltd. 

88. Mys. Indore Exporting & Importing Co. Ltd, 

89. M;s. Indore Produce Co, Ltd. 

90. M/S. Industrial Plants Ltd. 

91. M/s. Industrial Trust Ltd. 

92. M/s. Industry House Ltd. 

93. M/s. Investment Securities Trust Pvt. Ltd. 

94. M/S. Jaipur Development Co. Ltd. 

95. M/s. Jaipur Finance Pvt. Ltd. 

96. M/s. Jamod Ginning Co. Pvt. Ltd. 

97. M/s. Jayant Investment Corporation Pvt. Ltd. 

98. M/s. Jayshree Exporters Ltd. 

99. M/s. Jaya Shree Land Development Ltd. 

100. M/s. Jay Shree Tea & Industries Ltd. (formerly Jaya Shree Textiles Ltd.) 
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101. M/s. Jaya Shree Textiles & Industries Ltd. (formerly Jaya Shree Textiles Ltd.) 

102. M/s. Jiyajeerao Cotton Mills Ltd. 

103. M/s. Jublee Investment Co. Pvt. Ltd. 

104. M/s. Jute Investment Co. Ltd. 

105. M/s. Kamal Trading Co. Pvt. Ltd. 

106. M/s. Kesoram Industries & Cotton Mill Ltd. (formerly Kesoram Cotton Mill Ltd.) 

107. M/s. Kores (India) Ltd. 

108. M/s. Kusum Products Ltd. 

109. M/s. Lakshmi Properties Ltd. 

110. M/s. Lionel Edwards Ltd. 

111. M/s. Macfarlane & Company Ltd. 

112. M/S. Madho Properties Ltd. 

113. M/s. Madhya Bharat Business Corporation Ltd. 

114. M/s. Mahabir Commercial Co. Ltd. 

115. M/s. Manjushree Industries Ltd. 

116. M/s. Merchandise & Stores Ltd. 

117. M/s. Minerals & Minerals Ltd. 

118. M/s. Model Knitting Industries Ltd. 

119. M/S. Moon Corporation Limited. 

120. M/p. Metolite Limited. 

121. M/S. Mundulpoor Coal Co. Ltd. 

122. M/5. Mysore Cements Limited. 

123. M/f. Narendra Udyog Pvt. Ltd. 

124. M/s. Narkatiaganj Farms Ltd. 

125. M/s. National Bearing Co. (Jaipur) Ltd. 

126. M/S. National Engineering Industries Ltd. 

127. M/s. National Playing Cards Company Ltd. 

128. M/s. New India Sugar Mills Ltd. 

129. M/s. New Swadeshi Mills of Ahmedabad Ltd. 

130. M/s. New Swadeshi Sugar Mills Ltd. 

131. M/s. Nespapcrs Limited. 

132. M/s. Nilgiri Plantations Ltd. 

133. M/s. Orient General Industries Ltd. 

134. M/s. Orient Jute Press Co. Ltd. 

135. M/s. Orient Paper Mills Ltd. 

136. M/s. Oriental Arts Limited. 

137. M/s. Oudh Sugar Mills Limited. 

138. M/o. Oudh Trading Co. Pvt. Ltd. 

139. M/s. Padmavati Raje Cotton Mills Ltd. 

140. M/s. Pegasus Prima Products (India) Ltd. 

141. M/s. Pilani Industrial Corporation Ltd. 

142. M/s. Pilani Investment Corporation Ltd. 

143. M/s. Pilani Properties Ltd. 

144. M/s. Prasad Trading Corporation Ltd. 

145. M/s. Premier Stores Supplying Co. Ltd. 

146. M/s. Produce & Share Brokers Ltd. 

147. M/s. Punjab Gitming & Pressing Co. Ltd. 

148. M/s. Punjab Produce & Trading Co. Ltd. 

149. M/s. Rajasthan Industries Ltd. 

150. M/s. Rajpur Farms Limited. 

151. M/s. Rajputana General Dealers Ltd. 

152. M/s. Rameshware Jute Mills Ltd. 

153. M/s. Ranchi Enterprses & Properties Ltd. (formerly Ranchi Zamindary Pvt. Ltd.) 



154. M/s. Ratnakar Buildings Ltd. 

155. M/s. Ratnakar Shipping Co. Ltd. 

156. M/s. Renusagar Power Co. Ltd. 

157. M/s. Roberts Mclean & Co. Ltd. 

158. M/s. Ruby General Insurance Co. Ltd. 

159. M/s. Salt & Allied Industries Ltd. 

160. M/s. Saran Trading Co. Ltd. 

161. M/s. Saurashtra Traders Pvt. Ltd. 

162. M/s. Shekhawati General Traders Ltd. 

163. M/s. Shree Digvijay Woollen Mills Ltd. 

164. M/s. Shree Dutt Factory Pvt. Ltd. 

165. M/s. Shree Factory Pvt. Ltd. 

166. M/s. Shree Export House Ltd. 

167. M/s. Shree Services & Trading Co. Ltd. 

168. M/s. Shobhana Traders Limited. 

169. M/s. Sirpur Paper Mills Ltd. 

170. M/s. Sir-Silk Limited. 

171. M/s. Soorah Jute Mills Co. Limited. 

172. M/s. Sujata Apparela & Exports Ltd. (formerly Indian Amedice Due Apparels Export Ltd.) 

173. M/S. Sutlej Cotton Mills Ltd. 

174. M/s. Sutlej Cotton Mills Supply Agencv Ltd. 

175. M/s. Taylor Instiment Co. (India) Ltd. 

176. M/s. Textile Machinery Corporation Ltd. 

177. M/s. Times Products Limited. 

178. M/s. Trade Exchange Syndicate Limited. 

179. M/s. Tungabhandara Industries Limited. 

180. M/s. Udyog Services Limited (formerly Hindustan Woollen Mills Limited). 

181. M/s. Ujjain General Trading Society Ltd. 

182. M/s. Universal Cables Limited (formerly Hindustan Woollen Mills Ltd.) 

183. M/s. Universal Electrics Limited. 

184. M/s. Universal Industries & Cotton Mills Ltd. (formerly New Asiatic Insurance Co. Ltd.) 

185. M/s. Universal Trading Co. Ltd. 

186. M/s. Universal Tyres Limited. 

187. M/s. Upper Ganges Sugar Mills Ltd. 

188. M/s. Usha Development Co. Ltd. 

189. M/s. Usha Investment Corporation Pvt. Ltd. 

190. M/s. Uteco Limited. 

191. M/s. Uttar Pradesh Trading Co. Ltd. 

192. M/s. Vallabh Textile Mills Ltd. 

193. M/s. Veraval Rayon Industries Ltd. 

194. M/s. Victoria Cotton Mills Ltd. 

195. M/s. Vijay Paper Corporation Ltd. 

196. M/s. Wattel (Jamnagar) Ltd. 

197. M/s. West Punjab Factories Ltd. 

198. M/s. Western Bengal Coal Fields Ltd. 

199. M/s. Woodcrafts Assam Limited. 

200. M/s. Woodcraft Products Limited. 

201. M/s. York India Limited. 

202. M/s. Zenith Distributors & Agents Limited (formerly Hindustan Investment Corporation 
Limited). 

203. M/s. Zenith Steel Pipes Limited. 
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Annexure ‘B’ 

No. l(12)-Enq/71 

Telegrams : ANTICARTEL 

MONOPOLIES AND RESTRICTIVE TRADE PRACTICES COMMISSION 

Bharat Scouts & Guides Bldg., Indraprasta Estate, 16, Ring Road, 

Post Box No. 424, New Delhi-1, Aug. 1971 

Dear Sirs, 

Subject: — Reference under Section 22 of the Monopolies and Restrictive Trade Practices Act, 
1969 in the case of Mjs. Gwalior Rayon Silk Manufacturing (Wvg.) Co. Ltd .— 
Enquiry regarding. 

In connection with the above enquiry, you are requested to kindly furnish the following in 
formation latest by 21st August, 1971 

(i) Names and addresses of the shareholders holding more than 1 % of the total subscribed 
capital (equity, preference or any other category) in the company as on today and as on 
the last days of the three previous accounting years; 

(ii) Names and addresses of all persons who are/have been Chairman/Directors/Managing 
Directors of the Company during the period from 1966 to 1970; 

(iii) Names and addresses of persons who are/have been in the employment of your company 
and have been paid amounts exceeding Rs. 24,000/-per annum during any of the years 
from 1966 to 1970. Their present job description and their relationship with the Directors 
of your company may also please be stated; 

(iv) Names and addresses of the parties from whom loans above Rs. 1,00,000/- were outstanding 
as on the last date of the accounting year during the period 1968 to 1970; 

(v) A copy of the application, if any, under Section 26 of the MRTP Act, 1969, made by the 
Company to the Department of Company Affairs; 

(vi) Names and addresses of the firms and bodies corporate about which notice was given by 
the Directors of the Company under Section 299(3) of the Indian Companies Act, for the 
year 1968 to 1970. 

(vii) In regard to the Chairman/Directors/Managing Directors referred to at (ii) above, 
information regarding their shareholdeings, main source of income and nature of employ¬ 
ment during the above mentioned period, may be also please be furnished. 

(viii) An organisation chart of the company. Also state the specific roles assigned to the Chair¬ 
man/Vice Chairman/Managing Director/Other Directors Secretary, Committee of 
Directors, Senior Executives ignore those which are not applicable with information about 
the power(s) delegated to these. 

(ix) Details about, common facilities enjoyed by the company with other Birla companies and 
organisations en listed in the Report of the Industrial Licensing Policy Enquiry Committee 
during the above period may be given. 

(x) The names and addresses of the 

(a) auditors. 1 

(b) solicitors and legal advisers • I 

(c) publicity agents • • • >in India & abroad. 

(d) main purchasing agents • • 1 

(e) main selling/distributing agents • J 

of the company as at present and during the last three years may be furnished. 
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(a!) Whether the company has entered into contracts of rent in respect of buildings/fac¬ 
tories/distributing centres, etc ? If so, the names of the persons with whom such contracts 
have been entered into may be mentioned. If not, the arrangements made in these matters 
may be specified. 

(xii) Your company has been shown as a company belonging to Birla Group in the Report of 
the Industrial Licensing Policy Enquiry Committee. Under the new Licensing Policy, 
this was accepted by Government. Whether the company made any representations in 
this regard during the stipulated period? If so, with what results? (furnished copies). 
If not why Not? 

(xiii) Copy of the Directors’ Report and Profit and Loss Account and Balance Sheets for the 
latest year and preceding 3 years may be sent (if not already sent to the Commission). 

(xiv) Please furnsih a copy of the Memorandum and Articles of Association (as amended upto 
date) of your company. 

2. The above information is being called for under Section 12 of the MRTP Act, 1969 and 
compliance of the same by the date mentioned in para 1 above is mandatory. 

3. Your reply may kindly be sent in quadruplicate. 


Yours faithfully, 
(T.N. PANDEY) 
Deputy Secretary 


1 . 

2 . 

3. 

4. 

5. 

6 . 

7. 

8 . 

9. 

10 . 


11 . 


12 . 


Annexure ‘C’ 

List of "SELECTED COMPANIES" 

M/s. Kesoram Industries & Cotton Mills Ltd. 

M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

M/s. Hindustan Aluminium Corporation Limited. 

M/s. Birla Jute Mfg. Co. Ltd. 

M/s. Jiyajee Rao Cotton Mills Ltd. 

M/s. Century Spg. & Mfg. Company Ltd. 

M/s. Sirpur Paper Mills Ltd. 

M/s. Orient Paper Mills Limited. 

M/s. Mysore Cements Limited. 

M/s. Hindustan Motors Limited. 

M/s. Bharat Commerce and Industires Ltd. 

M/s. Zuari Agro Chemicals Liinited. 
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Annexure ‘D’ -1. 

(COPY) 

Letter of M/s. Birla Jute amending their application under Sec. 22 of regarding interconnection. 


Birla Jute Manufacturing Co. Ltd., 
“Birla Building”, 

9/1, R.N. Mul&eijee Road, 
Culcutta<l. 


N0.77E/83 

The Director (Investigation), 

The Monopolies and Restrictive Trade Practices Commission, 
Travancore House, 

Kasturba Gandhi Marg, 

Nev? Delhi-110001. 


5lh April, 1973 


Subject. — MRTP Act—Our Application for Cement Clinker Plant at Patraiu, 


Dear Sir, 

We are sending herewith for your kind perusal and necessary action copy of our letter No.77E 
146 dated 30th March, 1973 addressed to The Secretary Government of India, Dept, of Company 
Affairs, amending our application made u/s, 22 of the M.R.T.P. Act in the above matter. 

Yours faithfully, 

(Sd.) 

Per. Pro. Birla Jute Mfg. Co. Ltd. 

find : As above. 


(COPY) 

BIRLA JUTE MANUFACTURING CO. LTD., “BIRLA BUILDING”, 
9/1, R.N. MUKflERJEE ROAD, 
CALCUTrA.700001 


Ref. No 77E1146 Dated 30th March, 1973 

The Secretary, 

Government of India, 

Department of Company Affairs, 

Shastri Bhawan, Sth Floor, 

A-Wing, 

New Etelhi-l. 


Sub: — Permission for setting up a Cement Clinker Plant at Patratu. 

Ref. —Application ujs. 22 of the Monopolies & Restrictive Trade Practices Act, 1969 for establishing 
a new undertaking in Patratu, backward region for manufacture of Cement Clinker — 
Your Reference No. 2{6)172~M{T). 


By an order made on the 19th day of January, 1973, our application was referred to the mono¬ 
polies Commission under Section 22(3) (b) of the M.R.T.P. Act for further enquiry. 

The M.R.T.P. Commission issued a notification No. 1(33) RNO/73 dated 22nd January, 1973 
and published the same in variotis newsj^pers inviting all parties to furnish any information or 
comments which may help the Commission in its enquiries. 

10-7 M of LJ & CA/ND/79 
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The several information required from the Company have been duly furnished but to save time 
and efforts of the Commission in the matter of enquiry into interconnection at a time when cement is 
in short supply in the country and the industry has been placed in the list of the 19 priority industries 
by the Government of India vide its press note dated 2nd February, 1973 in which the larger industrial 
houses may participate and it is the policy of the Commission to set up industries in backward areas, 
we prayed to the Commission that for limited purposes of disposal of our application on its merits it 
may be assumed that the Company is interconnected with such of the so-called Birla Concerns as 
the Commission may deem fit. 

In the light of the order dated 28th February, 1973 and subsequent hearing before the Commis¬ 
sion on 18th March, 1973, we, with a view to expedite the disposal of our application and for the limited 
purpose of our above application and without admitting interconnection u/s 26 of the M.R.T.P. Act, 
submit that our application u/s. 22 of the said Act be read as amended as follows :— 

In answer to Query No. 8(a) the following paragraph be added after the existing reply :— 

“(iii) Considering the provisions of law the applicant Company is not interconnected with 
any company except those mentioned above. However, purely with a view to facilitote 
and expedite the disposal of the application the applicant Company agrees for the Urnited 
purpose of disposal of the present application, that it may be assumed that the applicant 
company is interconnected with the following companies :— 

1. Kesoram Industries & Cotton Mills Ltd. 

2. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

3. Hindustan Aluminium Corpn. Ltd. 

4. Jiyajce Rao Cotton Mills Ltd. 

5. Century Spg. & Mfg. Co. Ltd. 

6. Sirpur Paper Mills Ltd. 

7. Orient Paper Mills Ltd. 

8. Mysore Cements Ltd. 

9. Hindustan Motors Ltd. 

10. Bharat Commerce & Industries Ltd. 

11. Bally Jute Co. Ltd. 

12. Birla Cotton Spg. & Wvg. Mills Ltd. 

13. National Engineering Industries Ltd. 

14. Sutlej Cotton Mills Ltd. 

15. Zuari Agro Chemicals Ltd. 

16. Bharat Produce Co. Ltd. 

17. Birla Bombay (P) Ltd. 

18. Birla Brothers (P) Ltd. 

19. Birla Gwalior (P) Ltd. 

20. Birla Consultants (P) Ltd. 

21. Birla Buildings Ltd. 

22. Eastern India Services & Marketing Co. Ltd. 

23. Punjab Ginning & Pressing Co. Ltd. 

24. Shree Service & Trading Co. Ltd. 

25. Sutlej Cotton Mills Supply Agency Ltd. 


Yours faithfully, 

Per Pro. Birla Jute Mfg. Co. Ltd. 
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Annexure ‘D’-2 
(COPY) 

Letter of M/s. Kesoram Industries & Cotton Mills Ltd. amending their application under Section 

22 regarding interconnection. 

Kesoram Industries & Cotton Mills Ltd., 

9/1/ R.N. Mukheijee Road, Calcutta-1. 

No. KICMICEMjRaj. Proj.jJS Dated; April, 1, 1973 

The Secretary, 

Government of India, 

Department of Company Affairs, 

Shastri Bhavan, 5th Floor, ‘A’ Wing, 

NEW DELHI. 

Subject. —Permission for setting up a Cement Plant at Neem-ka-Thana (Rajasthan) 

Dear Sir, 

This is with reference to our application bearing No. KICM/KC/Raj./Mon. Set/70-71 submitted 
on 6th October, 1970 to the Government of India seelung j^rmission under Section 22 of the M.R.T.P. 
Act, 1969 to set up a cement factory in Neem-Ka-Thana, Sikar District, a backward area in Rajasthan. 
The said application was duly acknowledged at your end vide letter No. 8/8/70-M(B) dated 21st Octo¬ 
ber, 1970. 

(2) The Government of India vide its order No. 8/8/70-M(B) dated 29th January, 1971 in ex¬ 
ercise of its power under sub-section (3) (b) of Section 22 of of the M.R.T.P. Act, 1969 referred that 
aforesaid application to the M.R.T.P. Commission. 

(3) The M.R.T.P. Commission issued a Notification No. 1(1) /Enq./71 dated 4th February, 1971 
duly published in various newspapers inviting all parties who weie/are in a position to furnish any 
relative information that may be helpful to the Commission in its enquiry in the matter. 

(4) The Commission from time to time sought information from us which, except in the case 
of its summons dated 18-12-71, wo duly supplied and also produced verious documents for inspection 
by the Director of Inspection of the Commission. 

(5) The Commission, however, could not complete its enquiry and submit the report within 
the time provided by Section 30 of the M.R.T.P. Act, 1969 and the time was extended by various order 
from time to time. 

(6) If the Commission now embarks on an enquiry into ‘interconnection’, it is likely to take a 
long time involving as it docs a number of complicated questions of law and fact. In the result, the 
project would be greatly delayed causing irreparable injury to the applicant and detrimental to public 
interest. 

(7) It was in tWs context that our Senior Counsel Dr. L.M. Singhvi submitted that, as the item 
of Portland Cement is open to the Larger Industrial Houses and as the project is proposed to be set 
up in a ‘backward area’ and as cement was in very acute short supply, the Commission should dispose 
of the application without a prolonged enquiry into interconnection. He submitted that the appli¬ 
cant was willing to assume, without admitting or conceding, for the limited purpose of the disposal of 
the application under Section 22, M.R.T.P. Act, 1969, interconnection with those companies as the 
Commission may desire. 

(8) The Commission made an interim order on the 28th February, 1973. Thereafter it again 
heard the counsel on 16th March, 1973. 

(9) With a view to expedite the final disposal of our application and limited to it alone, we 
crave leave to make the following submissions/amendments in our said application :— 
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“The existing paragraph No. 8A of the application may please be treated as deleted and the 
same be substituted by the following new paragraph No. 8A:— 

(i) Name—Bharat General & Textile Industries Ltd. 

Manner—Subsidiary company. 

Registration No. 9/446/70-M(B) dated 24-10-1970. 

(ii) Name—Hindustan Heavy Chemicals Ltd. 

Manner—Subsidiary Company. 

Registration No. 9/1252/70-M(B) dated 27-10-1970. 

(iii) Considering the provisions of law the applicant Company is not inter-connected with any 
company except those mentioned above. However, purely with a view to facilitate and 
expedite the disposal of the application, the applicant Company agrees, for the limited 
purpose of the disposal of the present application, that it may be assumed that the appli¬ 
cant Company is interconnected with the following companies : 

1. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., Gwalior. 

2. Hindustan Aluminium Corpn. Ltd., Renukoot, Mirzapur, 

3. Birla Jute Mfg. Co. Ltd., Calcutta. 

4. Jiyajeerao Cotton Mills Ltd., Gwalior. 

5. Century Spg. & Mfg. Co. Ltd., Bombay. 

6 . Sirpur Paper Mills Ltd., Sirpur, Kagaznagar. 

7. Orient Paper Mills Ltd., Brajrajnagar. 

8 . Mysore Cements Ltd., Bangalore. 

9. Hindustan Motors Ltd., Calcutta. 

10. Bharat Commerce & Industries Ltd., Delhi. 

11. Bally Jute Co. Ltd., Calcutta. 

12. Birla CottonJSpg. & Wvg. Mills Ltd., Delhi. 

13. National Engineering Industries Ltd., Jaipur. 

14. Sutlej Cotton Mills Ltd., Amritsar. 

15. Zuari Agro Chemicals Ltd., Zuarinagar, Goa. 

16. Bharat Produce Co, Ltd., Calcutta. 

17. Birla Bombay (P) Ltd., Bombay. 

18. Birla Bros. (P) Ltd., Calcutta. 

19. Birla Gwalior (P) Ltd., Calcutta. 

20. Birla Consultants (P) Ltd., Bombay. 

21. Birla Buildings Ltd., Calcutta. 

22. Eastern India Services & Marketing Co.Ltd., Calcutta. 

23. Punjab Ginning & Pressing Co. Ltd., Calcutta. 

24. Shree Services & Trading Co. Ltd., Calcutta. 

25. Sutlej Cotton Mills Supply Agency Ltd., Gwalior. 


Yours faithfully, 

(Sd.) 

Per Pro. Kesoram Industries & Cotton Mills Ltd. 


C.C. The Member, 

Monopolies and Restrictive Trade Practices Commission, 
Travancore House, 

Kasturba Gandhi Marg, 

New Delhi-1 



137 


Annexuhe ‘D’-3 
(COPY) 

Letter of M/s. Century Spinning & Mfg. Co. Ltd. amending their application under Section 21 
regarding interconnection. 

The Century Spg. & Mfg. Co. Ltd. 

Industry House, 

159, Churchgate Reclamation, 

Bombay-20. 

805/II-SL 

The Secretary to the Govt, of India, 13th April, 1973. 

Department of Company Affairs, 

Shastri Bhavan, ‘A’ Wing, 5th Floor 
Dr.Rajendra Prasad Road, 

New Delhi-1. 

Dear Sir, 

Subject ;— Application!Notice in Form No. 1, under Rule 5 of Section 21 of the Monopolies & Res¬ 
trictive Trade Practices Act, 1969 for the manufacture of New Article viz. Glass Fibre, at 
Mathura, in the State of Uttar Pradesh 


We refer to our above application in the prescribed form submitted vide our letter No. 520/ 
CR-SS dated 17th January, 1972, and the subsequent hearings in the matter before the Monopolies 
Commission, and the learned Director of Investigation, Mr. R.D. Saxena. 

Pursuant to what transpired threat, the relevant items in our application dealing with inter¬ 
connected undertakings are hereby amended so as to read as under:— 

“Considering the provisions of the law, the Applicant Company is not interconnected with any 
company. However, purely with a view to facilitate and expedite the disposal of the application, 
the Applicant agrees for the limited purpose of the disposal of the present application, that it may be 
assumed that the Applicant Company is interconnected with the 25 (twenty five) companies whose 
names appear on the attached sheet”. 

We hope that with this amendment it will be possible for your to expedite the processing of 
our application. 

Thanking you. 

Yours faithfully, 

for The Century Spg. & Mfg. Co. Limited, 

(Sd.) P.M. JHAVERI 

Sr. Vice-President [Tech.) 


Copy to : Mr. R. D. Saxena, 

Director (Investigation), 

Monopolies and Restrictive Trade Practices Commission, 
Travancore House, Kasturba Gandhi Marg, 

Post Box No. 424, 

NEW DELHI-1. 

LIST OF COMPANIES 
Manufacturing Companies 

1. Keshoram Ind. & Cotton Mills Ltd. 

2. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 



138 


3. Hindustan Aluminium Corpn. Ltd. 

4. Birla Jute Mfg. Co. Ltd. 

5. Jiyajeerao Cotton Mills Ltd. 

6 . Sirpur Paper Mills Ltd. 

7. Orient Paper Mills Ltd. 

8 . Mysore Cements Ltd. 

9. Hindustan Motors Ltd. 

10. Bharat Commerce & Industries Ltd. 

11. Bally Jute Co. Ltd. 

12. Birla Cotton Spg. & Wvg. Mills Ltd. 

13. National Engineering Industries Ltd. 

14. Sutlej Cotton Mills Ltd. 

15. Zuari Agro Chemicals Ltd. 

Trading Companies 

16. Bharat Produce Co. Ltd. 

17. Birla Bombay (P) Ltd. 

18. Birla Bros (P) Ltd. 

19. Birla Gwalior (P) Ltd. 

20. Birla Consultants (P) Ltd. 

21. Birla Buildings Ltd. 

22. Eastern India Services & Marketing Co. Ltd. 

23. Punjab Ginning & Pressing Co. Ltd. 

24. Shree Services & Trading Co. Ltd. 

25. Sutlej Cotton Mills Supply Agency Ltd. 

Annexure ‘D’-4 

Letter of M/s. Hindustan Aluminium Corpn. Ltd. amending their application under Section 22 
regarding inter-connection. 

Hindustan Aluminium Corporation Ltd. 

Century Bhavan, Dr. Aimie Basant Road, 

Bombay-25. 

Ref. No. Govt.16487173 Dated 5th April, 1973. 

The Secretary, 

Deptt. of Company Affairs, 

Government of India, 

New Delhi. 

Dear Sir, 

Re : Establishment of a Plant for the manufacture of— 

26,000 MJT Caustic Soda 

13,000 MjT Liquid Chlorine 

20,000 MIT Hydrochloric Acid (Comml Gr) 

2,000 MjT Stable Bleaching Powder 
3,000 MJT Benzene Hexa Chloride 
at Dudhi, Mirazapur District, U.P. 


We refer to our letter No. H/IL/1/71-72/7395 dated 29th June, 1971 with which we submitted 
to you our application in Form II for clearance of the establishment of the subject Plant under sub¬ 
section 2 of Sec. 22 of Rule 6 of the Monopolies & Restrictive Trade Practices Act, 1969, and the sub¬ 
sequent hearings in the matter before the Monopolies Commission and the learned Director of Invest¬ 
ment Mr. R.D. Saxena. 
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Pursuant to what transpire thereat item 8(a) of our Application dealing with interconnected 
undertakings IS hereby amended by inclusion of the following additional information : 

“Considering the provisions of law, the Applicant Company is not interconnected with any 
Company except those mentioned above. However, purely with a view to facilitate and expedite 
the disused of the Application, the Applicant Company agrees for the limited purpose of th^s- 
posal of the present Application that it may be assumed that the Applicant Company is inter 
connected with the following companies : 

Manufacturing Companies 

1. Kesorara Industries & Cotton Mills Ltd. 

2. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

3. Birla Jute Mfg. Co. Ltd. 

4. Jiyajeerao Cotton Mills Ltd. 

5. Century Spg. & Mfg. Co. Ltd. 

6 . Sirpur Paper Mills Ltd. 

7. Orient Paper Mills Ltd. 

8 . Mysore Cements Ltd. 

9. Hindustan Motors Ltd. 

10. Bharat Commerce & Industries Ltd. 

11. Bally Jute Co. Ltd. 

12. Birla Cotton Spg. & Wvg. Mills Ltd. 

13. National Engineering Industries Ltd. 

14. Sutlej Cotton Mills Ltd. 

15. Zuari Agro Chemicals Ltd. 

Trading Companies 

16. Bharat Produce Co. Ltd. 

17. Birla Bombay (P) Ltd. 

18. Biila Bros (P) Ltd. 

19. ■ Birla Gwalior (P) Ltd. 

20. Birla Consultants (P) Ltd. 

21. Birla Buildings Ltd. 

22. Eastern India Services & Marketing Co. Ltd. 

23. Punjab Ginning & Pressing Co. Ltd. 

24. Shree Services & Trading Co. Ltd. 

25. Sutlej Cotton Mills Supply Agency Ltd.” 


Yours faithfully, 

for Hindustan Aluminium Corporation Ltd. 

(Sd.). 

Secretary 

C. C. Shri R.D. Saxena, 

Director (Investigation) 

Monopolies and Restrictive Trade 
Practices Commission, 

Travancore House, 

Kasturba Gandhi Marg, 

New Delhi. 
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Annexum ‘D’-5 

Letter of M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. amending their application under Section 21 
regarding interconnection. 

THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. 

BIRLAGRAM, NAGDA (M.P.) 


j(gf; _ 72-731- Dated 6th April, 1973 

The Secretary, 

Department of Company Affairs, 

Goverment of India, 

Shastri Bhavan, 

New Delhi-1 

Burner.—Expansion of Undertaking for the manufacture of caustic Soda!ChlorinelHydrochloric 
Acid—Notice in Form No. I under Sub-section {l)of Section 21, Buies 5 under the Mono¬ 
polies & Restrictive Trade Practices Act, 1969. 

Reference.—O ur Registration No. 25111970 dated 24-10-70 under the Monopolies & Restrictive 
Trade Practice Act. 


Dear Sir, 

We refer to our above application in the presCTibed form submitted vide our letter No. Chem./ 
Lic./71 dated 29th June/8th July, 1971 and the subsequent hearings in the matter before the Mono¬ 
polies Commission, and the learned Director of Investigation Mr. R.D. Saxena. 

Pursuant to what transpired there at, item 4 of the aforesaid Application pertaining to inter 
connected undertakings, is hereby amended, so as to read as under : 

“Considering the provisions of the Law, the applicant company, is not interconnected with any 
Company, except Kerala Spinners Ltd., mentioned above. However, purely with a view to 
facilitate and expedite the disposal of the Application, the Applicant agrees for the limited 
purpose of the disposal of the present Application that it may be assumed that the Appli¬ 
cant Company is interconnected with the Companies mentioned in Annexure ‘A’. 

Yours faithfully« 
(Sd.) 

Secretary. 


Enel: The Monopolies & Restrictive Trade Practice Commission. 
Travancore House, 

Kasturba Gandhi Marg, 

NEW DELHI. 

Shri R.D. Saxena. 

Director (Investigation), 

Monopolies & Rl^trictivc Trade Practices Conunissior, 
Travancore House, 

Kasturba Gandhi Marg, 

New Delhi. 

The Ministiy of Industrial Development, 

Government of India, 

Udyog Bhavan, 

New Delhi. 


Annexure ‘A’ 

LIST OF COMPANIES 

Manufacturing Companies 

1. Kesoram Industries & Cotton Mills Ltd. 

2. Hindustan Aluminium Corpn. Ltd. 
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3. Birla Jute Mfg. Co.Ltd. 

4. Jiyajeerao Cotton Mills Ltd. 

5. Centuy Spg. & Mfg. Co. Ltd. 

6. Sirpur Paper Mills Ltd. 

7. Orient Paper Mills Ltd. 

8. Mysore Cements Ltd. 

9. Hindustan Motors Ltd. 

10. Bharat Commerce & Industries Ltd. 

11. Bally Jute Co. Ltd. 

12. Birla Cotton Spg. & Wvg. Mills Ltd. 

13. National Engineering Industries Ltd. 

14. Sutlej Cotton Mills Ltd. 

15. Zuari Agro Chemicals Ltd. 

Trading Companies 

16. Bharat Produce Co. Ltd. 

17. Birla Bombay (P) Ltd. 

18. Birla Bros (P) Ltd. 

19. Birla Gwalior (P) Ltd. 

20. Birla Consultants (P) Ltd. 

21. Birla Buildings Ltd. 

22. Eastern India Services & Marketing Co. Ltd. 

23. Punjab Ginning & Pressing Co. Ltd. 

24. Sutlej Cotton Mills Supply Agency Ltd. 

Annexure ‘D’-6 

Statement of Companies who have agreed to be treated as inter-connected undertakings for limited 

purpose 

1 M/s. Kesoram Industries and Cotton Mills Ltd. 

2. M/s. Birla Jute Mfg. Co. Ltd. 

3. M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

4. M/s. Hindustan Aluminium Corpn. Ltd. 

5. M/s. Jiyajeerao Cotton Mills Ltd. 

6. M/s Century Spg. & Mfg. Co. Ltd. 

7. M/s. Sirpur Paper Mills Ltd. 

8. M/s. Orient Paper Mills Ltd. 

9. M/s. Mysore Cements Ltd. 

10. M/s. Hindustan Motors Ltd. 

11. M/s Bharat Commerce & Industries Ltd. 

12. M/s. Bally Jute Co. Ltd. 

13. M/s. Birla Cotton Spg. & Wvg. Co. Ltd. 

14. M/s. National Engg. Industries Ltd. 

15. M/s. Sutleg Cotton Mills Ltd. 

16. M/s. Bharath Produce Co. Ltd. 

17. M/s. Birla Bombay (P) Ltd. 

18. M/s. Birla Brothers (P) Ltd. 

19. M/s. Birla Consultants (P) Ltd. 

20. M/s. Punjab Ginning & Pressing Co. Ltd. 

21. Shree Services and Trading Co. Ltd. 

22. M/s. Sutlej Cotton Mills Agency Ltd. 



142 


Annexure ‘D’-7 

Statement of Companies who have not replied to the Commission's letter asking for their consent! 

objections on the question of interconnection 

1. M/s. Birla Gwalior (P) Ltd. 

2. M/s. Birla Buildings Ltd. 

3. M/s. Eastern India Services & Marketing Co. Ltd, 

Annexure ‘E’-1 


Analysis Sheets of Undertakings Controlled by the ‘Group' 
S.No. Index 

1. M/s. Aditya Investment (P) Ltd.. 

2. M/s. Asian Distributors Ltd.. 

3. M/s. Bally Jute Co. Ltd. • . 

4. M/s. Baroda Investment Co. Ltd.. 

5. M/s. Bharat Produce Co. Ltd.. 

6 . M/s. Birla Bombay (P) Ltd,. 

7. M/s. Birla Bros (P) Ltd. ,......, 

8 . M/s. Birla Gwalior (P) Ltd.. 

9. M/s. Birla Consultants (P) Ltd.. 

10. M/s. Birla Cotton Spg. & Wvg. Mills Ltd.. 

11. M/s. Bengal Rubber Co. Ltd.. 

12. M/s. Central India General Agents Ltd.. 

13. M/s. Central India Industries Ltd.. 

14. M/s. East India Investment Co. (P) Ltd.. 

15. M/s. Eastern India Services & Marketing Company Limited 

16. M/s. Godavari Corporation Ltd.. 

17. M/s. Gwalior Webbing Co. Ltd.. 

18. M s. Gwalior Finance Corporation Ltd.. 

19. M/s. Hindustan Discounting Co. Ltd. * • • * 

20. M/s. Indore Exporting & Importing Co. Ltd. .... 

21. M/s. Jaipur Finance & Dairy Products (P) Ltd. .... 

22. M/s. Jansewa & Investment Ltd.. 

23. M/s. Jayant Investment Corporation (P) Ltd. .... 

24. M/s. Jayshree Traders (P) Ltd. ..... 

25. M/S. Kamal Trading Company Ltd,. 

26. M,s. Maharashtra Commodity Trading Company Private Limited • 

27. M/s. National Engineering Industries Ltd. • • • 

28. M/s. Pilani Investment Corporation Ltd, ♦ ' • * 

29. M/S. Punjab Ginning & Pressing Co. Ltd.. 

30. M/s. Punjab Produce & Trading Co. Ltd. * • 

31. M/S. Rajasthan Industries Ltd.. 

32. M/s. Shekhawati General Traders Ltd. .... 

33. M/s. Shree Services and Trading Co. Ltd.. 

34. M/s. Sutl^ Cotton Mills Ltd.. 

35. M/s. Sutlej Cotton Mills Supply Agency Ltd. • • • • • 

36. M/s. Sugar Agents (P) Ltd.. 

37. M/s. Universal Trading Co. Ltd.. 

38. M/s. Zenieth Distributors & Agents Ltd. • • • 
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ADITYA INVESTMENTS PRIVATE LIMITED 

1. Names of Directors 

(i) Shii B.K. Birla 

(ii) Smt. Sarla Devi Birla .. (W/o. Shri B.K. Birla) 

(iii) Shri Bhagwati Parsad Goenka .. (Managing Director. He is also President 

in Kesoram Industries & Cotton and 
Managing Director in Padmavati Raje 
Cotton Mills Limited). 

2. Total No. of equity shares & others shares carryii^ voting rights 5000 equity shares of Rs. 100 
each. 

3. Analysis of shareholdings (more than 1%) 

(a) L.I.C. Public Financial Institutions, Nationalised Banks and Insurance Companies ;_ 

.. NIL 

(b) Members of the ‘group’ along with their relatives :— 

(i) Shri B.K. Birla • ,. 1250 

(ii) Smt. Sarla Devi Birla .. 2320 

(iii) Shri Aditya Vikram Birla .. 1200 

4770 (95-4%) 

(c) Inter-corporate investments controlled by the ‘group’ :— 

.. NIL 

4. Percentage of voting power controlled by the 
‘group’ [3(b)-1- 3(c) + 3(d) ] with reference to 

item 2 above. .. 95*4 

5. Remarks 

Out of the total investments of Rs. 7,83,821 as on 31-3-71 investments to the tune of Rs. 7,30,847 
were in “Birla Group of Companies’’. ’ ’ 

ASIAN DISTRIBUTORS LIMITED 

1. Names of Directors 

(i) Shri S.K. Thirani .. (R.D. Birla’s daughter’s son) 

(ii) Shri M.D. Singhi .. {Senior Executive in M/S. Birla Gwalior (P) 

Ltd. and M/s. Birla Bros. (P) Ltd. both are 
closely held companies of the ‘group’. These 
companies weie prior to the abolition of the 
system of managing agency, acting as manag¬ 
ing agency, acting as managing agent/secretary 
and Treasurer of several “Birla Group of 
Companies’’). 

(iii) Shri G.D. Malpani .. (Trustee in Yashovardhan Birla Trust—a 

private trust of Birlas). 

(iv) Shri V.J. Purtapshi .. 

(v) Shri C.D. Pande 

2. Total No. of equity shares and other shares 

carrying voting rights .. 35000 equity shares of Rs. 100/- each. 

3. Analysis of shareholdings (more than 1 %):— 

(a) L.I C. / Public Financial Institutions, Nationalised Banks and Insurance companies .. NIL 
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(b) Members of the ‘group’ along with their relativesNIL 

(c) Inter-corporate investments controlled by the ‘group’:— 

(i) Punjab Produce & Trading Co. Ltd. .. 8715 

(ii) Gwalior Commerical Co. Ltd. .. 17500 

(iii) Central India Industries Ltd. .. 8750 

34965 


4. Percentage of voting power controlled by the 
‘group’ (3(b)+3(c)+3(d)) with reference to 
item (2) above • • 99.9 % 


5. Remarks 


(i) Distributor/Stockist/agent of the following “Birla Group of Companies 

Commission received in 1969 


(i) 

Indian Tools Mfg. Co. 

.. Rs. 5,51,113 

(ii) 

Tunghbadra Industries 

.. Rs. 44,067 

(iii) 

Universal Cables 

.. Rs. 1,88,777 

(iv) 

Indian Plastics 

.. Rs. 10,130 

(V) 

Hindustan Aluminium Corp. 

.. Rs. 81,243 

(Vi) 

Zenith Steel Pipes 

.. Rs. 53,059 


(ii) The entire investments of Rs, 10.41 lacs as on 31-3-70 were in “Birla Group of Compaines”. 

BALLY JUTE COMPANY LIMITED 

1. Names of Directors 

(i) Shri Madhav Prasad Birla .. (Sh. G.D. Birla’s son’s daughter’s husband) 

(ii) Shri Bimal Kumar Nopany .. (Sh. G.D. Birla’s sons’s daughter’s husband) 

(iii) Shri Tara Chand Saboo .. (was Senior President of M/s. Birla Jute till 

1970. He was Special Advisor of M/s. Hin¬ 
dustan Aluminium till 1971. He is advisor 
in M/s. Birla Consultants (P) Ltd. and Trustee 
of Seva Nidhi Trust—a controlled Trust.) 


(iv) Ram Lai Thirani 


(v) Bhagwati Prasad Poddar 


(President in M/s. Biila Jute and Director in 
M/s. Birla Gwalior (P) Ltd., a controlled 
company and ex-managing agent of several 
Birla Group of companies.) 

(Derives Director’s Commission from this 
company as well as from M/s. India Lino¬ 
leums Ltd.) 


(vi) Arvind C. Dalai 

(vii) Basdeo Kanoria 
(viii) Atma Ram Padia 


(ix) R.N. Bangur 


2. Total No. of equity shares and other shares 
carrying voting rights 


7,16,800 equity shares of Rs. 10/-each. 


3. Analysis of share hodings:— 


(a) L.I.C., Public Financial Institutions, Nationalisad Banks and Insurance Companies— 
Allahabad Bank Nominees (P) Ltd. .. 1686 

Centre Bank of India .. 14156 
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State Bank of India, I, Strand Road, 


Calcutta .. 1708 

Life Insurance Corporation of India .. 82500 

New India Assurance Co. Ltd. .. 6020 

Unit Trust of India .. 11680 


1,17,750(16.4%) 


(b) Members of the ‘group’ along with their relatives :— 


(i) Shri B.K. Nopany .. 770 

(ii) Shri A.V.Birla .. 460\ 

.. 148J 

(iii) Shri Ganga Prasad Birla .. 69 

(iv) Shri G.D. Birla .. 1713 

(v) Shri M.P. Birla .. 1848] 

.. 500/ 

(vi) Smt. Sharada Kumari Birla .. 1820l 

.. 320/ 

(vii) Shri S.K.Birla .. 1000 

(viii) Smt. Nirmala Devi Birla .. 609 


9257 (1.3%) 

(c) Inter-corporate investments controlled by the ‘group’ :— 


(i) Birla jute 

..1,02,580 

(ii) East India Investment Co. 

.. 3,700 

(iii) Gwalior Webbing Ltd. 

..1,83,456 

(iv) Gwalior Finance Corporation 

.. 2,400 

(v) Godawari Corporation 

.. 2,400 

(vi) Industrial Trust Ltd. 

.. 6,048 

(vii) Punjab Produce 

.. 38,025 

(viii) Shekhawati Gwalior Traders Ltd. 

.. 2,400 

(ix) Zenith Distributors 

.. 1,120 


3,42,129 (47.7%) 

(d) Shares controlled by the ‘group’ although registered in the names of trusted employees/ banks 
registered societies/trusts along with reasons indicating control. ; 

(i) Arya Dharam Seva Sangh and .. 2050 

All India Hindu (Arya) Dharam 
Seva Sangh Trust .. 1920 

3970 


The above two trusts are registered societies controlled by the ‘group’ as per Annexure ‘I’ and 
as such their shareholding will be considered as controlled by the ‘group’. 

(ii) United Commercial bank, 160, Cross Street Calcutta-7 .. 1708 

The Bank has intimated that the shares are held by them on behalf of Krishnaipan Charity 
Trust which is a trust controlled by the ‘group’. In view of this, these shares are considered as con¬ 
trolled by the ‘group’. 
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(iii) B.L. Thirani 

Shri Thirani is the President of Birla Jute Mfg. Co. Ltd. He is also a paid 
Director of Birla Gwalior (P) Ltd.—a closely held company of ‘group’ which was 
prior to the abolition of system of managing agency serving as managing agent/secre¬ 
tary and treasurer of several “Birla Group of Companies’’. Shri Thirani is, therefore, 
considered as a trusted employee of the ‘group’, and the shares held byhim will be 
considered as controlled by the ‘group’. 

(iv) Shri R.K. Chhaochharia 

He is the President of this company. He is also the President of Birla Jute 
Mfg.Co. He is a trustee in Seva Nidhi Trust—a trust controlled by the ‘group’. 

In view of the above, he is considered as trusted employee of the ‘group’ and 
the shares held by him are considered as controlled by the ‘group’. 

(v) Shri T.C. Saboo 

Shri Saboo was special Advisor in M/s. Hindustan Aluminium Corp. Ltd. He 
was the Senior President of M/s. Birla Jute Mfg. Co. He is the Advisor of M/s. 
Biila Consultants (P) Ltd.—a controlled company of the ‘group’. 

In view of the above, he is considered as a trusted employee of the ‘group’ and 
the shares held by him are considered as controlled by the ‘group’. 


Grand Total .. 9684 (1.4%) 


4. Percentage of voting power controlled by the‘group’ (3(b)+3(c)+3(d) with refetence to item 

2 above. 50-4 

5. Remarks 

(i) The shareholdings controlled by the ‘group’ come to 50*4% and thus fall short of 51% 
majority only by a small fraction. It is, however pertinent to mention here that the share¬ 
holding of Public Financial Institutions including Nationalised Banks and Insurance Com¬ 
panies came to 16-4% approximately and thus the shareholding of the general public were 
only 33 • 2 %. The largest block of shares were thus controlled by the‘group’ 

(ii) The shareholdings controlled by the ‘group’ even after excluding the shareholdings of trusted 
employees of the ‘group’ came to 49 %. 

(iii) M/s. Birla Jute Mfg. Co. Ltd. has been considered to be a controlled by the ‘group’ for the 
reasons discussed in Annexure ‘J3’. 

(iv) The investments of this company as on 31-3-1971 came to 11*03 lakhs. Barring the invest¬ 
ments of 6400/- the remaining investments were in ‘Birla Group of Companies’. 

(v) The purchasing agents of the company abroad during the last three years were M/s. East 
India Produce Co., London, American East India Corporation, U.S.A. and Birla A.G. 
Switzerland. These are the purchasing agents of other selected companies as referred 
to in Annexure ‘J’. 

(vi) M/s. Eastern India Services & Marketing Co. Ltd. Calcutta, a company controlled by the 
‘group’, is rendering services to this company as in the case of other ‘Birla Group of Com¬ 
panies’. 

(vii) Some of the Senior Executives of this company are also holding equally important positions 
in other important “Birla Group of Companies”. 

(a) Shri R.K. Chhaochharia 

He is the President both in M/s. Bally Jute as well as in M/s. Birla Jute Mfg. Co. Ltd. He is 
also a trustee in Seva Nidhi Trust, a controlled trust. He is an executive in Birla Gwalior (pvt) Ltd.— 
a closely held company of the ‘group’ which was formerly acting as managing agent/secretary 
and treasurer of several Birla Group of Companies. He is also a trustee in Birla Brothers Provident 
Fund Institution. A large number of Birla Group of Compnies are members of this Provident Fund 
institution. 


1400 


1878 


728 
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(b) Shri B.L. Shah 

He is the Finance Manager of this company and is laso the Advisor of Indian Rayon Corpora¬ 
tion. He was also working as the Chief Executive of M/s. Gwalior Rayon Silk Mfg. (Wvg.) Company 
Limited till 1969. 

(8) This company was formerly being managed by M/s. Birla Brothers (P) Limited along with 
several “Birla Group of Companies”. Even after the abolition of the managing agency system, 
M/s. Birla Brothers Private Limited are guaranteeing loans and borrowings of this company as in the 
case of several other companies of the said Group. 

Having regard to the above facts and circumstances, this company is considered as controlled 
by the ‘group’. 


BARODA INVESTMENT COMPANY LIMITED 


1. Names of Directors 

(i) Shri S. P. Khaitan 

(ii) Shri R. S. Adukia 


(iii) Shri R. G, Jhawar 


2. Total No. of equity shares & other shares 
carrying voting rights: 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 
Nationalised Banks and Insurance Com¬ 
panies 

(b) Members of the 'group’ along withjheir 
relatives 

Shri Ashok Vardhan Birla 
Snrt. Gopi Kumari Birla 
Smt. Sarda Devi Birla 


(President, Indian Smelting & Refining Co. 
Ltd.). 

(Secretary in Birla Bombay (P) Ltd. and 
officer in Birla Gwalior (P) Ltd. —all closely 
controlled companies of the ‘group’ which 
were prior to the abolition of the system of 
managing agency acting as managing agent/ 
secretary and treasurer of several important 
Birla Group of Companies). 

Employee in M/s. Indian Smelting & Re¬ 
fining Co., one of the Birla Group of Compa¬ 
nies. 


4088 equity shares of Rs. 100 each. 


NIL 


400 

400 

400 


1200 (29-35%) 


(c) Inter-corporate investments controlled by 
the group. 

(i) Punjab Produce & Trading Co. Ltd .. 288 

(ii) Gwalior AVebbing Co. Ltd. .. 1800 

(iii) Assam Jute Supply Co. Ltd. .. 400 

(subsidiary of M/s. Birla Jute) 

(iv) India Linoleums .. 400 

(Subsidiary of M/s. Birla Jute) 


2888 (70-65%) 


4. P'ercentage of voting power controlled by the ‘group’ 3(b) + 3(c) with reference to item 2 above 

100 . 
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5. Rmarks 

1. This is an investment company. The value of its Investments as on 31-3-1970 came to 
23.15 lacs which was all in ‘Birla Group of Companies”. 

2. All the three Directors of this company appear to be trusted employees of the group as 
their main sources of incomes are from Birla group of companies. Their incomes from other 
sources are negligible. In the case of Shri Adukia, as mentioned earlier, he is an employee of contro¬ 
lled companies. Three ex-managing agents and the fourth one being M/s. Asian Distributors. 

BHARAT PRODUCE COMPANY LIMITED 


1. Nanes of IRrectors 


(/) Dalu Ram Rungia • .. .. (A salaried Director of M/s. Birla Bros.(P) Ltd— 

a comany controlled by the ‘group’ which was 
prior to the abolition of the system of managing 
agency acting as the managing agent/Secretary 
and treasurer of several Birla Group of Com¬ 
panies. He is also a trustee in Arya Dharam 
Seva Sangh and All India Hindu (Arya) Dharam 
Seva Sangh Trust—both registered societies 
which are controlled by the ‘group’. 


2 . 


3, 


({i) Gopi Chand Dhariwal 


(Executive in Birla Bombay (P) Ltd. — a com¬ 
pany controlled by the ‘group’ which was prior 
to the abolition of the system of managing agency 
acting as the managing agent secretary and trea¬ 
surer of several Birla Group of Companies. 
He is also a secretary in Birla Institute of Scien¬ 
tific Research and a trustee of Shree Krishna 
Bhandar Trust—a private trust controlled by 
the ‘group’) 


(I/i) Subhakaran Chhawchharia. 

Total No. of equity shares and other shares 


carrying voting rights. 


5000 equity shares of Rs. 10/- each. 


Aaalyais of shareholdiaga (more than 1 %) 

(a) L.I.C. Public Financial Institution, Na¬ 
tionalised Banks and Insurance Com¬ 
panies ...... NIL 


(b) Members of the ‘group’ along with their 

relatives. ..... NIL 


(c) Inter-corporate investments controlled 

by the group .... NIL 

(d) Shares controlled by the ‘group’ although 

registered in the names of trusted em> 
ployees/banks/registcred societies/trusts 
along with reasons indicating control:— 

UCO Bank, Calcutta. 1250 

The bank has intimated that the shares in 
question were the property of M/s. Hindustan 
Charity Trust. The said trust is controlled by the 
‘groim’ and as such the shares which are 
bene^al property of M/s Hindustan Charity Trust 
are considered as shares controlled by the 
‘^oup’. 


AH latia HMh (Arya) Dharam Seva Sugh . . 1500 
The above trust is a registered society and 
is being controlled by the ‘group’ and as such the 
shares owtttd by the said registered society are 
treated as controlled by the ‘group’. 
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(iv) Radhey Shyam Makheria . • • • 300 

Shri Makheria is an officer in Birla Bros. 

Pvt. Ltd., a closely controlled company of the 
‘group’ which was, prior to the abolition of the 
system ot managing agency, acting as the managing 
agent/secretary and treasurer of several “Birla 
Group of Companies”. Shii Makheria is also the 
Commercial Manager of Orient General Industries 
—a subsidiary of M/s. Orient Paper Mills Ltd., Shri 
Makheria is a trusted employee of the ‘group’ and 
the shares held by him in this company are treated 
as controlled by ‘group’. 


Total .... 3050 


4. Percentage of voting power controlled by the 
‘Group’ 3(b) plus 3(c) plus 3(d) with reference 
to item 2 above- • • • • • 61 


BIRLA BOMBAY PRIVATE LIMITED 


1. Names of Directors 

(i) Shri R.D. Birla • 

(ii) Smt. Gopi Kumar Birla 

(iii) Shri K. K. Birla. 

(iv) Shri S.K. Birla 

(v) Shri Ashok Vardhan Birla 

(vi) Shri Mahadoo Singhi 


(vii) Shri S.G. Nevatia 


2. Total number of equity shares and other 
shares carrying voting rights 

3. Analysis of shareholdings (More than 1%) 

(a) L.I.C., Public Financial Institutions, 
Nationalised Banks & Insurance Com¬ 
panies ...... 

(b) Members of the ‘group’ along with their 
relatives : 

(i) Shri R.D. Birla .... 

(ii) Shri J.K. Birla .... 

(iii) Smt. Sharda Devi Birla 

(iv) Shri M.P. Birla • • . . 

(v) Shri B.M. Birla • • . • 

(vi) Smt. Rukmini Devi Birla 
11—7 M of LJ&CA/ND/79 


• (Chairman) 

• (Shri R.D. Birla’s son’s wife) 


(Senior Executive in M/s. Birla Bros. Pvt. Ltd. 
and Birla Gwalior Private Ltd.—both closely 
controlled companies of the ‘poup’ which prior 
to the abolition oi the system of managing agency, 
acting as managing agent/secretary and treasurer 
of several important Birla Group of Companies. 
He was prior to the abolition of the system of 
managing agency a co-sharer in the managing 
agency commission received by this company 
from M/s. New Swadeshi Sugar Mills). 

(Co-sharer of managing agency commission 
prior to the abolition of managing agency) with 
M/s. Birla Bombay (P) Ltd. in the case of 
Oudh Sugar Mills). 

5600 equity shares of Rs. 1000 each. 


NIL 


35 

288 

16 

179 

67 

198 
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(vii) 

Shri G.P. Birla • . . . 

239 

(viii) 

Shri L.N. Birla • ■ • . 

41 

(ix) 

Shri K.K. Birla .... 

263 

(X) 

Shri B.K. Birla .... 

88 

(xi) 

Shri S.K. Birla .... 

296 

(xii) 

Shri Aditya V. Birla • 

184 

(xiii) 

Smt. Priyamvada Devi Birla 

240 

(xiv) 

Smt. Saila Devi Birla • 

216 

(XV) 

Smt. Manorma Devi Birla • 

224 

(xvi) 

Smt. Gopi Kumari Birla & Ashok 
V.Biila. 

60 

(xvii) 

Smt. Sunanda Devi Birla 

60 

(xviii) 

Shri. Ashok Vardhan Birla • 

300 

(xix) 

Sh. Ashok Vardhan Biila & Baroda 
Investment .... 

100 

(XX) 

Smt. Sumangla Devi Birla . 

160 

(xxi) 

Smt. Gopi Kumari Birla 

194 

(xxii) 

Smt. Gopi Kumari Birla & Shri 
M.D. Singhi .... 

60 


Total .... 

3508 

(c) Inter-corporate investments controlled 
by the ‘group’ 


(i) 

M/s. Baroda Investment Co. Ltd. • 

300 

(ii) 

M/s. Shekhavati General Traders 
Ltd.. 

160 

(iii) 

M/s. Gwalior Commercial Co. Ltd 

576 

(iv) 

M/. Industrial Trust Lta. • 

480 


Total .... 

1516 


(d) Shares controlled by the ‘group’ al¬ 
though register'd in the names of trusted 
employees/banks/registered societies/ 
trusts along with reasons indicating cont¬ 
rol : 

Svi. G.C. Dhariwal and M.R. Rungta • 288 

Shri Dhariwal is an Executive in this com¬ 
pany. He is the Secretary of Birla Institute of 
Scientific Research. He is also a trustee of Shri 
Krishan Bhandar—a private trust of the ‘group’, 

Shri Rungta is an Executive in Hindustan Motors 
Ltfc. and officer Eastern India Services, Ltd. He 
is also a trustee in Shree Krishan Bhandar Trust— 
a private trust of the ‘group’. 

The shares in question are held by these two 
persons on behalf of Shree Krishna Bhandar Trust 
and in the circumstances stated above are consider¬ 
ed as controlled by the ‘group’. 

4. Percentage of voting power controlled by the 
‘group' 2(b) plus 3(c) plus 3(d) with 
reference to item 2 above • • • •94-8% 


(62-6%) 


(27-1%) 
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5. Remarks 

(i) This company was prior to the abolition of the system of managing agency. Serving as 
managing agent of several important Birla Group of Companies viz., M/s. Bharat Sugar 
Mills Ltd., Govmd Sugar Mills Ltd., New India Sugar Mills Ltd. Upper Ganges Sugar Mills 
Ltd., New Swadeshi Sugar Mills Ltd., Oudh Sugar Mills Ltd. and Indian Smelting and 
Refining. It was acting a Secretary ana Treasurer of M/s. Tungabhadra Industries Ltd. 
and Macfarlane & Co. Ltd. 

(ii) Barring Government securities of Rs. 1,800 the entire investments of Rs. 50,36 lakhs as on 
31-3-70 were made in ‘Birla Group of Companies’. 

(iii) The company was getting loan guarantee commission from M/s. Victoria Cotton Mills 

Ltd. and M/s. Digvijaya Woolen Mills Ltd. 

(iv) Appointed as Management and Sales Consultant of M/s. Zuari Agro Chemicals Limited. 

BIRLA BROTHERS PRIVATE LIMITED 


1. Names of Directors 

(i) Shri B.M. Birla • 

(ii) Shri L.N. Birla • 

(iii) Shri K.K. Birla 

(iv) Smt. Priyamvada Birla 

(v) Smt. Nirmala Birla • 

(vi) Shri D.R. Rungta 


(vii) Shri A.L. Goenka 


2. Total No. of equity shares and other shares 

carrying voting rights . . . . 

3. Analysis of shareholdings (more than 1%) 

(a) L.I.C., Public Financial Institution , 

Nationalised Bank and Insurance 
Companies. 

(b) Members of the ‘group’ along with their 
relatives ;— 

(i) Sh. J.K. Birla (since deceased) 

(ii) Sh. R.D. Birla .... 

(hi) Sh. B.M. Birla .... 

(iv) Smt. Rukmani Devi Birla 

(v) Sh.L.N. Birla . . . . 

(vi) Smt. Sarda Kumari Birla 

(vii) Sh. M.P. Birla .... 

(viii) Sh. B.K. Birla .... 

(ix) Sh. K.K. Bhla . . . . 

(x) Sh.G.P. Birla . . . . 


Managing Director 
Managing Director. 

(S/o. Shri G.D. Birla) 

Managing Director 

(Sh. R.D. Birla’s son’s wife) 

(Shri B.M. Birla’s son’s wife) 

(A salaried Director of this company. He is 
also a trustee in M/s. Arya Dharam Sewa Sangh 
and All India Hindu (Arya) Dhaiam Seva Sangh 
Trust—both registered Societies controlled by 
the ‘group’. 

(A salaried Directoi of this company. He is 
also the Chief Executive of Indian Press Ex¬ 
change Ltd.—and the Vice-Chairman of M/s. 
Orient Paper Mills. He is a trustee in Shree 
Krishna Bhandar Trust and Chandra Kant 
Trust—private trusts of the group and in Maha- 
devi Birla Memorial Charity Trust—a controlled 
Trust of the ‘group’) 

7000 equity shares of Rs. 1000 each. 


NIL 


330 

329 

560 

784 

248 

560 

280 

595 

644 

336 
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(xi) 

Sh. Sudorshan Kumar Birla • 

• 513 

(xii) 

Sh. Aditya Vikram Birla 

• 343 

(xiii) 

Smt. Gopi Kumar Birla 

• 224 

(xiv) 

Sh. Ashok Vardhan Birla 

• 147 

(XV) 

Smt. Sumangla Birla • 

• 357 

(xvi) 

Smt. Priyamvada Birla 

• 140 

(xvii) 

Smt. Manroma Devi Birla • 

• 280 

(xviii) 

Shri L.N. Birla • 

• 100 


6790 


(c) Inter-corporate investments controlled 

by the ‘group’ : .... jvjjl 

4. Percentage of voting power controlled by the 
‘group’ 3(b) plus 3(c) with reference to item 

2 above ; ...... 97 

5. Remarks 

(i) This company was prior to the abolition of the system of managing agency acting as the 
managing agent of M|S. Birla Cotton Spg. & Wvg. Mills, Birla Jute Mfg. Co. Hindustan 
Motors, Jayshree Tea & Industries, Ktsoram Industries & Cotton M’lls, Orient Paper Mills* 
Sirpur Paper Mills, Sir silk Ltd., Sutlej Cotton Mills and Textile Machinery Corporatioii 
Ltd., It was also acting as the secretary and treasurer of M/s. Air Conditioning Corp., 
Bally Jute Company, Electric Construction & Equipment Co., Hindustan Gas & Industries, 
Orient General Industries and Universal Tyres Ltd. 

(ii) Acting as guarantors of borrowings of M/s. Kesoram Industries, Jayshree Tea, Bally Jutes 
Birla Jute, Sirpur Paper , Orient Paper, Birla Cotton & Textile Machinery Corp. (companies 
formerly managed by them) as well as for 7 oth r “Companies belonging to Birla Group’’. 

(iii) Appointed Management and Commercial Consultant of Jay Shree Tea and Industries Ltd 
(a company formerly managed by them) w.e.f. 1-5-1969. 


BIRLA GWALIOR PRIVATE LIMITED 

Names of Directors 

(i) Shri M.P. Birla. 

Chairman 

(ii) Shri G.P. Birla • • • • • 

(iii) Smt. Sushila Devi Birla 

(Shri G.D. Birla’s Son’s wife) 

(iv) Smt. Manorma Devi Birla • 

( -Do.- ) 

(v) Smt. Sarla Devi Birla 

( -Do.- ) 

(vi) Shri R.L. Thirani .... 

(President in Birla Jute and a paid Director in 
this company). 

Total No. of equity shares and other shares 

carrying voting rights .... 

3,50,000 equity shares of Rs. 10/- each. 

Analysis of shareholding 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks and Insurance 

Companies .... 

NIL 

(b) Members of the ‘group’ along with their 
relatives : 

(i) Shri L.N. Birla .... 

15,400 

(ii) Shri K.K. Birla .... 

17,360 

(iii) Smt. Sushila Devi Birla 

5,600 

(iv) Smt. Sarla Devi Birla • 

11,900 

(v) Shri Aditya Vikram Birla 

17,500 

(vi) Smt. Sunanda Devi Birla 

21,000 
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(vii) Smt. Gopi Kumar Birla • • 16,800 

(viii) Smt. Sharda Devi Birla ■ • 16,800 

(ix) Smt. Priyamabada Devi Birla • 16,800 

(x) Shri M.P. Birla .... 11,900 

(xi) Sh. Chandra Kant Birla (Minor) 

C/o. Smt. Nirmala Devi Birla • 87,500 

(xii) Smt. Sumangla Devi Birla • • 9,100 

(xiii) Smt. Manorma Devi Birla • • 11,339 

(xiv) Shri Ashok Vardhan Birla • • 4,200 


2,63,199 (75-2%) 


(c) Inter-corporate investments controlled 
by the ‘group’. 

Vijain General Trading Society Ltd. • 86,800(24-8%) 

(Subsidiary of M/s. Central India 
General Agents Ltd). 

4. Percentage of voting power controlled by 
the ‘group’ (3(b) plus 3(c)) with reference to 

item 2 above ...... lOO 

5. Remarks 

(i) The company was, prior to the abolition of the system of managing agency, acting as the 
managing agent of M/s. Century Spinning Mfg. Co., Gwalior Rayon Silk Mfg. (Wvg.) Co., 
Hindustan Aluminium Corp., Jiyajee Rao Cotton Mills, National Engineering Industires, 
Ratnakar Shipping Co., Universal Cables and Bharat Tyre and Rubber Co., They were 
also acting as the Secretary and Treasurer of M/s. High Quality Steel Ltd., and Industrial 
Plants. 

(ii) The company is acting as guarantor of loans and borrowings of M/s. Century Spinnings 
Gwalior Rayon, Universal Cables and National Engineering Industries. 

(iii) The company is acting as Advisor to Textile and Chemical Division of M/s. Jiyajee Rao 
Cotton Mills (formerly managed by them) since March, 1970. 

tiv) The company received Rs. 2,09,925/- during the financial year 1970-71 as office service 
charges from Gwalior Rayons (Rs. 24,972) , Hindustan Aluminium (24,972), Century 
Spinnings (Wvg.) Mills Ltd. (Rs. 8,052), J.C. Mills (Rs. 8,064), Universal Cables (Rs. 46,600) 
(companies formerly managed by this company) Hindustan Motors, Eastern India Services, 
Shree Services and Trading Co. Ltd. and a few other companies. 

BIRLA CONSULTANTS PRIVATE LIMITED 


1. Names of Directors 


(i) Shri Aditya Vikram Birla 

(ii) Shri D.P. Mandelia 

(iii) Shri R.P. Poddar 

(iv) Shri B.P. Kaintan 


(v) Shri S.V. Mazumdar. 

2. Total No. of equity shares and other shares 
carrying voting rights . . . . 


(President of Century Spinning (Wvg.) Mfg. Co. 
Ltd.). 

(Director in several important Birla Group of 
companies. He is also a trustee in Vishwa- 
mangal Trust — a trust controlled by the ‘group’ 
He was, prior to the abolition of system of 
managing agency a co-sharer in the managing 
agency commission received by M/s. Birla 
Bombay (P) Ltd. — a closely held compan of the 
‘group’ — from M/s. Bharat Sugar Mills Ltd.) 


30,000 equity shares of Rs. 10/- each. 
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3. Analysis of shareholdings (more than 1 %) 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks & Insurance Com¬ 
panies :.NIL 

(b) Members of the ‘group’ along with their 


relatives : 


(i) 

Shri M.P. Birla • 

• 4560 

(ii) 

Shri L. N. Birla . 

. 1500 

(iii) 

Shri K.K. Birla • 

• 4560 

(iv) 

Shii Aditya Vikram Birla 

• 1500 

(V) 

Shri G.P. Birla • 

• 4560 

(vi) 

Smt. Sumangla Devi Birla * 

• 1260 

(vii) 

Smt. Raj Shree Birla • 

• 750 

(viii) 

Smt. Sumangla Birla • 

• 1800 


20490 (68-3%) 

(c) Inter-corporate investments controlled 
the ‘group’ : 

Birla Gwalior (P) Ltd. • • • 7191 (23-97%) 

(d) Shares controlled by the ‘group’ although 
registered in the names of trusted emplo¬ 
yees/banks/registered societies/trusts 
along with reasons indicating control: 

Shri B.C. Biyani .... 2310 (7-7%) 

Shri B.C. Biyani is the Vice - President and 
Secretary of M/s. Jayshree Tea and Industries 
Ltd. He is also a trustee in Aditya Vikram Birla 
Family Trust and Kumar Manglam Birla Trust— 

—both private trusts of the ‘group’. He is also a 
trustee in the Birla Academy of Art and Culture— 
a trust controlled by the ‘group’. He is holding 
shares of this Company on behalf of Aditya Vik¬ 
ram Birla Family Trust, which as mentioned 
earlier, is a private trust of the ‘group’. In view 
of these considerations, the shares held by Shri 
B.C. Biyani are considered as controlled by the 
‘group’. 

4. Percentage of voting power controlled by the 
‘group’ (3 (b) plus 3(c) plus (3(d) with re¬ 
ference to item 2 above • • • • 99-97 


5. Remarks 

(i) The company has enteied into consultancy agreements with M/s. Mysore, Cements, Hindus¬ 
tan Aluminium, Gwalior Rayon, Harihar Poly Fibre (Gwalior Rayon), Hindustan Alumi¬ 
nium (Development Division) Kerala Spinneis (Subsidiary of Gwalior Rayon) and Miner¬ 
va Mills,. Barring the last named company, all other companies are important “Birla Grouo 
of Companies”. ^ 

(ii) Shri A.V. Birla is acting as the Technical Adviser of the company w.e.f. 1st September, 1970 
on a remuneration of Rs. 5000/- p.m. 

(iii) Shri T.C. Saboo who was till recently working as a Special Advisor of Hindustan Aluminium 
and Senior President of Birla Jute is working as an Advisor in the Company w.e.f. 1st April 
1969 on a remuneration of Rs. 5000/- per month. 

(iv) Shn G.D. Birla is acting as the Honorary Advisor of the company since June, 1971. 

(v) Shri D.K. Agarwal who is the Secretary of this company is also the Secretary of M/s. Cen- 
tury Spinning & Mfg. Co. Ltd.. Similarly Shri R.G. Perry who is the General Manager 
of this company is also the President of Mysore CemenL Ltd. 
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BIRLA COTTON SPINNING & WEAVING MILLS LTD. 


1. Names of Directors 

(i) Shri K.K. Birla 

(ii) Shri G.D. Kothari 

(iii) Shri B.P. Khaitan 


(iv) Shri R.P. Poddar 

(v) Shri P.D. Himmatsinghka 


(vi) Shri D.R. Dani .... 

(vii) Shri H.K. Chaudhary. 

2. Total No. of equity shares and other shares 
carrying voting rights 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 
Nationalised Banks and Insurance Com¬ 
panies :— 

(i) India Reinsurance Corporadon 
(li) Life Insurance Corporation • 

(lii) Vulcan Insurance Co. Ltd. • 

Banks 

(i) Allahabad Bank Nominees C/o. 

Allahabad Bank, Chandni Chowk, 
Delhi. 

(ii) Bank of India, 23, A.N.S. Road, 

Calcutta. 

(iii) Bank of India, 70-80, M.G. Road, 
Fort Bombay .... 

(iv) Central Bank of India, New Market 
Branch, 10, Lindsay Street, Calcutta 

(v) Central Bank of India, M.G. Road, 
Fort Bombay .... 

(vi) New Bank of India Brady, House, 
Veer Nariman Road, Bombay 

(vii) Punjab National Bank, Chawrin- 
ghee Sq. Branch, 3, Chitranjan Ann¬ 
exe, Calcutta .... 

(viii) United Commercial Bank, Naya 
Bazaar, Gwalior 


Chairman 

(Sister’s son of Shri G.D. Birla) 

(Shri Khaitan was a Director in 12 Birla Group 
of Companies—^important ones being Birla 
Cotton Spinning & Weaving Mills, Hindustan 
Motors, Hindustan Aluminium, Swadeshi Cotton 
and Birla Consultants Pvt. Ltd. He was prior 
to Its abolition, co-sharer in the managing agency 
commission received bv M/s. Birla Bombay (P) 
Ltd. (a closely controlled company of the ‘group’) 
in the case of M/s. Bharat Sugar Mills Ltd. He 
is also a trustee in Vishwa Mangal Trust which 
is a trust controlled by the ‘group’. 

(President in Century Spg. & Mfg. Co. Ltd.). 

(Trustee in Vishwa Mangal Trust, Hindustan 
Charity Trust, Hindustan Charity Trust, 1959 and 
All India Hindu (Arya) Dharam Sewa Sangh 
Trust (a registered society) — All these trusts 
and the society are controlled by the ‘group’. 

(Offic.ir in Upper Ganges Sugar Mills Ltd.), 


7,99,180 equity shares of Rs. 10/- each. 


8500 

31830 

1000 


466 

550 

1000 

100 

2000 

10850 


5102 

391 


61789 (7-7%) 
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(b) Members of the ‘group’ along with their 
relatives : 


(1) ShnB.K. Biila • • • • 154 

(2) Smt. Gopi Kumari Birla w/o. Sh. 

M.P. Birla.1834 

(3) Smt. Jyotsna Poddar w/o. Sh. S.K. 

Poddar. 4900 


(4) Smt. Jayshree Mohta w/o. Sh. P.K. 

Mohta. 4900 

(5) Shri K.K. Birla .... 4122 

(6) Smt. Laxmi Devi Newar w/o. Sh. 

B.L. Newar .... 232 

(7) Shri M.P. Birla .... 15000 


(8) Smt. Nandini Devi Nopany w/o. 
Sh. B.K. Nopany 

(9) Smt. Sharda Devi Birla 

(10) Sh. R.D. Birla • 

(11) Shri L.N. Birla • 

(12) Shri M.P. Birla • 

(13) Smt. Sunanda Devi Birla 

(14) Smt. Sumangla Birla w/o. Sh. S.K. 
Birla ..... 

(15) Smt. Sushila Devi Birla & Smt. 

Sumangla Birla • • • . 

(16) Sh. G.P. Birla & K.P. Singhi 

(17) Svs. L.N. Birla and K.K. Birla • 

(18) Smt. Sarala Devi Birla & Basant 
Kumar Birla .... 

(19) Sh. Aditya Vikram 

(20) Shri L.N. Birla & Gangadhar 

(21) Shri S.P. Mandelia & Taramani 

Mandelia. 


4900 


k 9334 


66 

11692113692 
2000J 

468 

70666 

4000 

11666 

4900 

12000 

1240 


164074 (20-4%) 

(c) Inter-corporate investments controlled 
by the ‘group’ : 

M/s. Birla Bros. (P) Ltd. 

Shri Raghunath Prasad Poddar 
M/s. Birla Bros. (P) Ltd. 

M/s. Central India Industries Ltd. 

M/s. Gwalior Commercial Co. 58358 

500 

Industrial Trust Ltd. • 

Industrial Trust Ltd. & M.K. Chuduary 
(nominee) 500 

Industrial Trust Ltd. & P.D. Himmat- 
singha (nominee) .... 500 

M/s. Jaipur Finance . • • . 23332 

M/s. Punjab Produce & Trading Co. • 88000 

M/s. Shekhwati General Traders • • 46600 


’I 1000 

• 2640 

• 18882 

' 1-58858 
•J 

• 33666 


2,73,978 (29-8%) 
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(d) Shares controlled by the ‘group’ although 
registered in the names of trusted emp¬ 
loyees/banks/registered societie- /trusts 

along with reasons indicating control : 

(i) All India Hindu (Arya) Dharam 

Sewa Sangh • • • -11666 

This is a registered society which 
is controlled by the ‘group’ and as 
such the shares in question are con¬ 
sidered as controlled by the ‘group’. 

(ir) Shree Sitaram Bhandar • ■ 59210 

It is a regrstered society which is 
controlled by the ‘group’ and as 
such the shares in question are con¬ 
sidered as controlled by the ‘group’. 

(iii) Raja Baldeo Das Birla Santiti Kosh 3308 

Thrs is a private trust controlled 
by the ‘group’ and as such the 
shares in question are considered 
as controlled by the ‘group’. It 
is pertinent to mention here that 
the shares have been registered in the 
name of the trust in violation of the 
provisions of Section 153 of the 
Indian Companies Act, 1956. This 
would seem to indicate that this 
Trust as well as the company M/s. 

Birla Cotton Spg. Wvg. Mills Ltd. 
are controlled by the same ‘group’. 

(iv) S'vs'. G.D. Tliirani & K.P. Singhi • 2000 

Shri Thirani is a Senior Execu¬ 
tive in Orient Paper Mills and Execu¬ 
tive in Orient General Industries and 
Eastern India Services and Mar¬ 
keting Co. Ltd. He is a trustee in 
Sashi Kant Trust, a private trust con¬ 
trolled by the ‘group’ on whose be¬ 
half the shares are held by him joint¬ 
ly with Shri K.P. Singhi. Shri Singhi 
is a Senior Executive in Orient Paper 
Mills and is the President of Sirpur 
Paper Mills. He is also a trustee in 
Sashi Kant Trust. 

In view of the above, the shares held 
by Svs. G.D. Thirani and K.P. Singhi 
on behalf of Sashi Kant Trust 
are considered as controlled by the 
‘group’. 

(v) Birla Institute of Technology & 

Science • ■ • • -35132 

This institute is financially cont¬ 
rolled by the ‘group’ and as such the 
shares held by the institute are con¬ 
sidered as controlled by the ‘group’ • 


1,11,316 (13-9%) 
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4. Percentage of voting power controlled by the 
‘group’ (3(a) plus 3(b) plus 3(c) plus 3(d)) 
with reference to ittm 2 above • • • 64 


5. Remarks 


(i) The above shares analysis excludes shareholdings in the name Shri B.P. Khaitan and his 
relatives. As mentioned m item 1 above Shri Khaitan is closely associated with the ‘group’ 
and if these shareholdings are taken into consideration, the percentage of shares controlled 
by the ‘group’ would go still further. 


(ii) The investments of the company as on 31-3-71 came to Rs. 91-42 lakhs Out of these 
investments to the tune of Rs. 49,600/- were made in Government securities and investments 
of Rs. 1,170, Rs. 60,300 and Rs. 55,29,450 were made in Mckenzies Ltd., National MachinerJ 
Manufacturers Ltd. and India Malaysia Textile Berhad. So far as the last named company 
in Malaysia IS concerned till the financial year 1969-70 a subsidiary of this company. Even 
now M/s. Birla Cotton Spg. & Wvg. Co. is rendering management and technical seiwices to 
the Malaysian Company under an agreement which came into force w.e.f. 1-1-70. 


(ill) This company was, prior to the abolition of the system of managing agency being managed 
by M/s. Birla Bros. Pvt. Ltd. Even after the abolition of the managing agency the loans 
and borrowings of this company are being guaranteed by M/s. Birla Bros. (P) Ltd’ under an 
agreement dated 21st April, 1970. 


BENGAL RUBBER COMPANY LIMITED 


1. Names of Directors 

(i) Shri G.C. Dhariwal • 


(ii) Shri M.R. Rungta 


(iii) Shii H.P. Singhi 


(iv) Shri D.R. Marda 


2. Total number of equity shares/other shares 

carrying voting rights 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks and Insurance Com¬ 
panies . 

(b) Members of the ‘group’ along with their 
relatives ...••• 

(c) Inter-corporate investments controlled 

by the ‘group’. 


(Executive in Birla Bombay (P) Ltd.—a company 
closely controlled by the ‘group’ and which prior 
to the abolition of the system of managing agency 
serving as managing agtnt/secretary and tiea- 
surer for several important Birla Group of Com¬ 
panies. He is the Secretary of Birla Institute 
of Scientific Research. He is also a trustee of 
Shri Krishna Bhandar Trust—a private trust 
controlled by the ‘group’). 

(Executive in Hindustan Motors Ltd. and officer 
in Eastern India Services Ltd. He is also a trustee 
of Shree Krishan Bhandar Trust—a private 
trust controlled by the ‘group’). 

(President in M/s. Orient Paper Mills Ltd. and an 
executive in M/s. Eastern India Services Ltd. He 
IS also a trustee of Chandra Kant Trust—a pri¬ 
vate trust controlled by the ‘group’). 

(Executive in Birla Bros. (P) Ltd. which as stated 
earlier is a company closely controlled by the 
‘group’. He is also a trustee of Sarad Kumar 
Trust a private trust controlled by the ‘group’). 


1,000 equity shares of Rs. 10/- each. 


NIL 


NIL 


NIL 



159 


(d) Shares controlled by the ‘group’ although 
registered in the names of trusted em¬ 
ploye ;s/banks/registered societies/trusts 
along with reasons indicating control 

Shri A.L. Goenka .994 

The shares are registered in the names of Shri 
Goenka who is a paid Director of M/s. Birla Bros. 

Pvt. Ltd. which, as stated earlier, is a closely cont¬ 
rolled company of the ‘group’. He is also the 
Chief Executive of India Press Exchange Limited. 

He is also a trustee of Shree Krishna Bhandar 
Trust and Chandra Kant Trust (both private trusts 
controlled by the ‘group’) and Mahadevi Birla 
Memorial Charity Trust, a trust controlled by the 
‘group’. The shares in question are the property 
of Shree Krishna Bhandar Trust. 


Having regard to the above considerations, the 
shares held in the name of Shri A.L. Goenka are 
considered as shares controlled by the‘ group’. 

Total • - 994 (99-4%) 

4. Percentage of voting power controlled by the 
‘atoup’ 3(b) plus 3(c) plus 3(d) with reference 
to item 2 above.99-4 


CENTRAL INDIA GENERAL AGENTS LIMITED 

1. Names of Directors 

(i) Shri R.K. Birla .... (President of J.C. Mills. Vice-President in 

National Engg. Industries & Technical Director 
in Shri Digvijaya Woollen Mills Ltd.). 

(ii) Shri D.R. Marda .... (Executive in Birla Bros. (P) Ltd. a closely held 

company by the ‘group’ and a trustee of Sarad 
Kumar Trust—private Trust controlled by the 
‘group’). 

(iii) Shri S.K. Chaochhoria 


2. Total No. of equity shares and other shares 

carrying voting rights 20,000 equity shares of Rs. 10/- each. 


3. Analysis of shareholdings (more than 1 %) 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks & Insurance Com¬ 
panies ...... nil 

(b) Members of the ‘group’ along with their 
relatives. 

(i) Shri L.N. Birla • • • • 500 

(ii) Shri Sumangla Birla • • • 300 

(iii) Smt. Rajshree Birla • • • 400 

(iv) Smt. Manorma Devi Birla • • 400 

1600 (8%) 


(c) Inter-corporate investments controlled by 
the ‘group’. 

(i) M/s. Industrial Trust Ltd. • 


2000 
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(ii) M/s. Bharat Produce Co. Ltd. * i: . 

(hi) M/s. Gwalior Commercial Com¬ 
pany Ltd..2u0u 

(iv) M/s. Indore Exp. & Imp. Com¬ 
pany Ltd. . • . . . 2000 

(v) M/s. Jayant Investment Corporation 1400 

9200 (46%' 


(d) Shares controlled by the ‘group’ al¬ 
though registered in the names of trusted 
employees/banks/registered societies/ 
trusts along with reasons indicating 
control. 

(i) Shri D.R. Rungta' • • • 500 

Shri Rungta is a salaried Director of Bitla 
Brothers—a closely held company of the ‘group’ 
which was, prior to the abolition of the system of 
managing agency, acting as the Managing Agent/ 
Secretary and Treasurer of several Birla Group of 
Companies. He is ah o a trustee in Arya Dharm 
Seva Sangh and All India Hindu (Arya) Dharam 
Seva Sangh which are registered societies cont¬ 
rolled by the ‘group’. The shares in question 
held by Shri Rungta ate, therefore, considered as 
controlled by the ‘group’. 

(ii) Shri Baij Nath Saboo • • • 500 

He is a senior executive in Birla Bombay Pvt. 

Ltd.—a closely held company of the ‘group’ which 
was formerly acting as a Managing Agent/Secre¬ 
tary and Treasurer for several ‘Birla Group of 
Companies’. He is also a tru- tee in Shree Ram 
Bhandar Trust — a private trust of the ‘group’ and 
Smt. Durga Devi Memoiial Trust—a trust control¬ 
led by the ‘group’. 

In view of the above, the shares held by Shri 
Saboo arc considered as controlled by the ‘group’. 


1000 (5%) 


4. Percentage of voting power controlled by the 
‘group’ 3(b) plus 3(d) with reference to item 
2 above 

59 

5. Remarks 

M/s. Ujjain General Trading Society Ltd. is a subsidiary company of this company. Out of 
the total investments of Rs. 48'63 lakhs oi thu subsidiary company as on 31-3-71, investments to the 
tune of Rs. 46.42 lacs were made in ‘Birla Group of Companies’. 

Central India Industries limited 


1, Names of Directors: 

(i) Shri K.C. Chatterjee - • (Chief Executive of M/s. Kusum Products Ltd. 

and an Executive of M/s. Tungabhadra Industries 
Ltd. He is also a Managing Director of M/s. 
Indian Shipping Co. Ltd. He is a trustee of 
Chandralekha Trust — a private trust controlled 
by the ‘group’). 
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(ii) Shri B.M. Saboo 


(iii) Shri S.N. Gupta 


(iv)l Shri G.D. Jhawar 

2. Total number of equity shares & other shares 
carrying voting rights 


(Executive in M/s. Birla Bombay (P) Ltd., a 
closely held company of the ‘group’ which was 
prior to the abolition of the system of mana¬ 
ging agency acting as the Managirig Agent/ 
Secretary & Treasurer of several important 
Birla Group of Companies. He is a trustee 
of Shree Ram Bhandar Trust, a private 
trust of the ‘group’ and also a trustee of Smt. 
Durga Devi Memorial Trust- a trust controlled 
by the ‘group’). 

(Details of his nexus with the ‘group’ indicated 
against item (1) of Annexure El of M/s. Shekha- 
wati General Traders Ltd.). 


1,05,000 equity shares of Rs. 10/- each. 


3. Analysis of shareholding (more than 1%) 

(a) L.I .C., Public Financial Instituti ons, Na¬ 
tionalised Banks & Insurance Com¬ 
panies ..•••• NIL 

(b) Members of the ‘group’ along with their 
relatives ••••■• NIL 

(c) Inter-corporate investments controlled by 
by the ‘group’. 

Gwalior Finance Corp. Ltd. • ■ 5,200 

Bengal Rubber Co. Ltd. • • 2,600 

Hindustan Discouting Co. Ltd. * 9,490 

17,290 (16-4%) 


(d) Shares controlled by the ‘group’ although 
registered in the names of trusted em¬ 
ployees/banks/registered societies/tursts 
along with reasons indicating control. 

(i) Shri Dedrar Marla • • ’ 10,000 shares. 

He is a Senior Executive in M/s. 

Birla Bros. Pvt. Ltd. which as stated 
earlier is a closely controlled company 
of the ‘group’. He is also a trustee 
of Sharadkumar Trust, Vishnu Bhandar 
Trust—two private trusts of the ‘group’. 

The shares in question are held by 
him on behalf of Vishnu Bhandar Trust 
and as such are considered as cont¬ 
rolled by the ‘group’. 

(ii) Shri A.L. Goenka • • • 10,000 shares 

He is a paid Director in Birla, Bros. 

Pvt. Ltd. — a closely held company of the 
‘group’. He is also the Vice-Chairman of 
M/s. Orient Paper Mills Ltd. and Chief 
Executive of Indian Press Exchange Ltd. 

He is a trustee of Shree Krishan Bhandar 
Trust and Chanderkanta Trust—both 
private trusts of the ‘group’ and of 
Mahadevi Birla Memorial Charity 
Trust—a trust controlled by the ‘group’. 
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In view of these considerations the 
shares held by Sh. Goenka on behalf of 
Chanderkant Trust are considered as 
controlled by the ‘group’. 


(iii) Shri S.N. Gupta • • • 9,500 shares 

His close association with the ‘group’ 
has been referred to earlier. The shares 
in question were held by him on behalf 
Woodland Trust and are considered as 
controlled by the ‘group’. 


(iv) Shri K.C. Chaterjee • ■ 10,000 

His close association with the ‘group’ 
has been discussed earlier. The shares 
in question were held by him on behalf of 
Chandralekha Trust and are considered 
as controlled by the ‘group’. • 

(v) Shri G.D. Thirani * • 8,500 

Shri Thirani is a Senior Executive in 
M/s. Orient General Industries and Eas¬ 
tern India Services and Marketing Com¬ 
pany Ltd. He is also a trustee in Sashi 
Kant Trust—a private trust of the ‘group’ 
on whose behalf these shares were held 
by him. The shares in question are, 
therefore, considered as controlled by 
the ‘group’. 


(vi) United Commercial Bank, I.E.P., 

Calcutta •••••• 10,000 

The bank has intimated that these 
shares are held by them on behalf of Shree 
Ram Bhandar Trust — a trust controlled 
by the ‘group’. The shares will, there¬ 
fore, be considered as controlled by the 
‘group’. 


58,000 (55-2%) 


4, Percentage of voting power controlled by the 
‘group’ (3 (b) plus 3(c) plus (d)) with 
reference to item 2 above 


S. Remarks 

(i) The total investments of the company as on 31-3-70 came to Rs. 109.24 Lakhs. The invest¬ 
ments in Birla Group of Companies came to Rs. 103.16 lakhs. 

(ii) In respect of its shareholdings in M/s. Hindustan Motors Ltd. (as on 30-12-71), 
Investment Corporation (as cn 28-9-71) and J.C. Mills (as on 24-9-71), the company ha 
granted proxes in favour of Svs. G.P. Birla, N.P. Sharma (an employee of Birla Group ot 
Companies) and R.A. Makharia (Deputy General Manager, J.C. Mills) respectively. 
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EAST INDIA INVESTMENT COMPANY PRIVATE LTD. 

1. Names of Directors 

(i) Shri M.P. Birla. 

(ii) Smt. Priyamvada Devi Birla • • (Shri R.D. Birla’s son’s wife) 

(iii) Shri Ajay Kumar Newar • • • (Shri R.D. Birla’s Daugher’s son) 

(iv) Shri Brij Gopal Birla • • - . (President Bally Jute) 

(v) Shri Prayag Das Daga 

2. Total No. of equity shares & other shares 

carrying voting rights 7,500 equity shares of Rs. 100/- each. 

3. Analysis of Shareholdings. 

(a) L.I.C., ^blic Financial Institutions, 

Nationalised Banks and Insurance 


Companies.NIL 

Members of the ‘group’ along with their 
relatives : 

(i) Shri R.D. Birla • • • • 525 

(ii) Smt. Sarda Kumari Birla • • 525 

(iii) Smt. Gopi Kumari Birla • • 750 

(iv) Shri M.P. Birla • • . . 3720 

(v) Smt. Priyamvada Devi Birla • 1500 


7020 (93-6%) 


(c) Inter-corporate investments controlled 
by the group. 

Gwalior Webbing Company Ltd. 450 (6%) 

4. Percentage of voting power controlled by the 
‘group’ (3 (b) plus 3(c)) with reference to item 
2 above.99-6 


EASTERN INDIA SERVICES & MARKETING CO. LID. 

1. Names of Directors 

(i) Shri G.C. Dhariwal .... (Executive in Birla Bombay (P) Ltd.—a company 

closely controlled by the ‘group’ and which 
prior to the abolition of the system of managing 
agency was acting as managing agent/secretary 
and treasurer for several important Birla Group 
of Companies. He is the Secretary of Birla 
Institute of Scientific Research. He is also a 
trustee of Shri Krishan Bhandar Trust—a 
private trust controlled by the ‘group’). 

(ii) Shri K.C. Chatterjee ' • • (Chief Executive of M/s. Kusum Products Ltd. 

and executive of M/s. Tungbhadra Industries 
Ltd. He is also a Managing Director of M/s. 
Indian Shipping Co. Ltd. He is a trustee of 
Chanderlekha Trust—a private trust control ed 
by the ‘group’). 

(iii) Shri B.N. Saboo - • (Executive in M/s. Birla Bombay (P) Ltd. — a 

closely held compnay of the ‘group’ which prior 
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to the abolition of the system of managing agency 
acting as the managing agent/secretary and trea¬ 
surer of several important Birla Group ot 
Companies. He is trustee of Shree Ram Bhandar 
Trust, a private of the ‘group’ and also a trustee 
of Smt. Durga Devi Memorial Trust—a trust 
controlled by the ‘group’). 


2. Total number of equity shares & other shares u 

carrying voting rights 10,000 equity shares of Rs. 10/- each 


3. Analysis of shareholding 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks & Insurance Com¬ 
panies ..... nil 

(b) Members of the ‘group’ along with their 

relatives NIL 

(c) Inter-corporate investments controlled 

by the ‘group’ • • • • • NIL 

(d) Shares controlled by the ‘group’ although 
registered in the names of trusted emp¬ 
loyees/banks/registered societies/tmsts 
along with reasons indicating control. 

(i) Shri G.C. Dhariwal & Shri S.N. 

Gupta .9,994 shares 

Shri G.C. Dhariwal is one of 
the trusted employees of the ‘group’ 
as would be seen from the details 
given in item 1 above. 

Shri S.N. Gupta. 

His close association with the 
‘group’ has been discussed in item 
(a) of analysis sheet pertaining to 
M/s. Shekhawati General Traders Ltd. 

The shares in question held by 
Svs. G.C. Dhariwal and S.N. Gupta 
on behalf of Hindustan Charity 
Trust which is a tnist controlled by 
the ‘group’. In view of these con¬ 
siderations, these shares are consi¬ 
dered as controlled by the 
‘group’. 

4. Percentage of voting power controlled by the 

‘group’ 3(b) plus 3(c; plus 3(d) with reference 

to item 2 above. ..... 99-94 shares 

5. Remarks 

(i) This company is acting as a service company and realised Rs. 13,54,673 by way of rent and 
service charges during the year ending 31-3-71. The realisations were made from 231 
parties/individuals. Barring a small number, all others were from the members of the 
‘group’, their relatives, Birla Group of Companies and their employees and the trusts con¬ 
trolled by the ‘group’. 

(ii) Four shares of this company are held by Svs. A.L. Goenka, K.C. Chatterjee, D.K. Vyas 
and S.S. Goenka (one each) who are all trusted employees of “Birla Group of companies”. 

(iii) The company received Rs. 3,51,436 during the year ending 31-3-71 from Orient Paper Mills 
being distributorship discount and commission on exports. 
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GODAVARI CORPORATION LIMITED 


1. Names of Directors 


(i) Shri R.S. Adukia 


(ii) Shri N.B. Jajodia 


(iii) Shri Suresh S. Dalai • 


2. Total No. of equity shares & other shares 
carrying voting rights 

3. Analysis of shareholdings 

(aj L.I.C., Public Financial Institutions, 
Nationalised Banks and Insurance Com¬ 
panies . 

(b) Members of the ‘group’ along with their 

relatives. 

(c) Inter-corporate investments controlled 
by the ‘group*. 

(i) M/s. Gwalior Commercial Co. Ltd. 

(ii) M/s. Central India Industries Ltd. • 

(iii) M/s. Punjab Produce & Trading Co. 

Ltd. . 

(iv) M/s. Punjab Ginning & Pressing Co. 

Ltd. . 

(v) Asian Distributors Limited • 

(vi) M/s. Baroda Investment Co. Ltd. • 

(vii) M/s. East India Investment Co. Ltd. 


(Secretary in Birla Bombay (P) Ltd. and officer in 
Birla Gwalior (P) Ltd. and Birla Bros. (P) Ltd. 
—all closely held companies of the ‘group’, 
which were formerly acting as managing agents/ 
secretaries and treasurers of several important 
Birla Group of Companies). 

(Secretary of M/s. Bombay Industrial Traders 
Ltd., M/s. Bombay Investment Company (P) 
Ltd., M/s. Industry House Ltd. and M/s. Laxmi 
House Limited). 

(Chief Executive Officer in M/s. Asian Distribu¬ 
tors Ltd. and Executive in M/s. Shree Dutt 
Factory (P) Ltd., M/.s. Shree Facotry (P) Ltd., 
and M/s. Jamod Ginning Co. (P) Ltd.). 

35,000 equity shares of Rs. 100 each. 


NIL 


NIL 


9333 

4667 

7234 

4666 

5600 

2788 

700 

34988 


4. Percentage of voting power controlled by 
the ‘group’ (3(b) plus 3(c)) with reference 

to item 2 above. • • • • 99 • 9 % 

5. Remarks 

(1) Out of the total investment of Rs. 34-06 lakhs as on 31-3-70 investments to the tune of 

Rs. 31.52 lakhs were in “Birla Group of Companies”. 

(2) In respect of its shareholdings in Century Spg. & Mfg. Company Ltd. (as on 4-2-70) and 

M/s. Birla Jute Mfg. Company Ltd. (as on 15-9-71) the company had granted proxies in 
favour of Shri S.K. Birla and M.P. Birla respectively. 

12—7 M of LJ & CA/ND/79 
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GWALIOR FINANCE CORPORATION LIMITED 


1. Names of Directors 

(i) Shri B.N. Saboo .... (Executive in M/s. Birla Bombay (P) Ltd. a held 

closely company of the ‘group’ which was prior 
to the abolition of the system of managing agency/ 
acting as the managing agent/secretary and 
treasurer of several important Birla Group of 
Companies. He is a trustee of Shree Ram 
Bhandar Trust, a private trust controlled by the 
‘group’ and also a trustee of Smt. Durga Devi 
Memorial Trust-a trust controlled by the ‘group’). 

(ii) Shri J.P. Chhaochharia • • • (Secretary of M/s. Bengal Rubber Co. Ltd. and 

Hindustan Discounting Co. Ltd. He is also an 
oflScer in M/s. Birla Bros. (P) Ltd. a closely 
controlled company of the ‘group’). 

(iii) Shri K.C. Bagri* .... (Officer in M/s. Sirpur Paper Mills Ltd. and 

M/s. Eastern India Services & Marketing Co. 
Ltd.). 


2. Total number of equity shares and other shares 

carrying voting rights 5,000 equity shares of Rs. 10/- each. 

3. Analysis of Shareholdings 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks & Insurance Com¬ 
panies .NIL 

(b) Members of the ‘group’ along with their 

relatives.NIL 

(c) Inter-corporate investments controlled 
by the ‘group’. 

Hindustan Discounting Co. Ltd. • • 1500 

Bengal Rubber Co. Ltd. • • • 1250 

2750 (55%) 

(d) Shares controlled by the ‘group’ although 
registered in the names of trusted emp- 
ployees/banks/registered societies/trusts 
along with reasons indicating control. 

(i) UCO Bank I.E.P, Calcutta • • 2200 (44%) 

It is understood that these shares 
are the property of Shree Ram 
Bhandar Trust — a private trust 
controlled by the ‘group’. These 
shares are, therefore, considered as 
controlled by the ‘group’. 

4. Percentage of voting power controlled by the 
‘group’ (3 (b) -f- 3(c) + 3(d;) with reference 
to item 2 above- ..... 99 


5. Remarks 

(i) Out of the total investment of Rs. 25.15 lakhs, investment to the tune of Rs. 24 • 90 lakhs were 
held in Birla Group of Companies. 

(ii) In respect of its shareholdings in M/s. Kesoram Industries (as on 21-5-71), Birla Jute Mfg- 
Co. (as on 15-9-71) Orient Paper Mills (as on 30-10-71) and Hindustan Motors (as on 
30-12-71), the company had granted proxies in favour of Svs. B.K. Birla, M.P. Birla, S.K 
Kejriwal (Asstt. Vice-President of M/s. Orient Paper Mills) and G.P. Birla respectively. 
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GWALIOR WEBBING COMPANY LIMITED 


1. Names of Directors 

(i) Shri A.K. Newar 

(ii) Shri R.K. Chhaochharia 

(iii) Shri R.L. Thirani 


(iv) Shri B.L. Shah • 


(v) Shri S.N. Prasad 


2. Total number of equity shares & other shares 
carrying voting rights 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 
Nationalised Banks and Insurance Com¬ 
panies ...... 

(b) Members of the ‘group’ along with their 

relatives. 

(c) Inter-corporate investments controlled by 
the ‘group’. 

Birla Jute Mfg. Co. Ltd. 

Bally Jute Co. Ltd. .... 


4. Percentage of voting power controlled by the 
‘group’ (3 (b) + 3 (c)) with reference to item 
2 above. 


(Sh. R.D. Birla’s daughter’s son) 

(President in M/s. Birla Jute Mfg. Co. Ltd. and 
M/s. Bailey Jute Co. Ltd. He is also a trustee 
of Sewa Nidhi Trust—a trust controlled by the 
‘group’). 

tPresident of M/s. Birla Jute Mfg. Co. Ltd. and a 
paid Director of M/s. Birla Gwalior (P) Ltd.—a 
controlled company of the ‘group’ which was 
formerly acting as managing agent/secretary and 
treasurer of several important Birla Group of 
Companies). 

(Advisor of M/s. Indian Rayon Corporation and 
Chief Executive of M/s. Gwalior Rayon. He is 
also the Finance Manager of M/s. Bally Jute Co. 
Ltd.). 

(Vice-President in Birla Jute Mfg. Co. Ltd. Also 
Executive in Birla Gwalior (P) Ltd.—a closely 
controlled company of the ‘group’). 


3,00,000 equity shares of Rs. 10/- each. 


NIL 


NIL 


1,48,694 

1,49,300 


2,97,994 (99-3%) 


99-8 


5. Remarks 

(i) So far as the shareholding of Bally Jute in M/s. Gwalior Webbing Co. Ltd., viz., 1,49,300 
shares is concerned, it is pertinent to mention here that M/s. Gwalior Webbing is, in turn, 
holding 1,83,456 shares of the face value of Rs. 10/- each of Bally Jute Co. Ltd., It would 
thus appear that these two companies have exchanged their shares to the tune of 1,43,300. 

(ii) Out of the total investments of Rs. 48.12 lakhs as on 31-3-71, investments to the tune of 
Rs. 46.42 lakhs were made in Birla Group of Companies. 

(iii) Investments to the tune of Rs. 11.76 lakhs and Rs. 1.68 lakhs (in terms of purchase price) 
were made in Birla Group of Companies during the financial years 1970-71 and 1971-72 
respectively in anticipation of Board’s approval. 
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(iv) M/s. Birla Building Ltd. (one party) had entered into an agreement with Birla Institute of 
Scientific Research, Gwalior Webbing and 23 other Birla Group of Companies (second 
party) and Trustees of Birla Brothers Provident Fund Institution (third party) for con¬ 
struction of multi-storeyed office building at 9/1, R.N. Mukerjee Road, Calcutta. The 
land belonged to M/s. Birla Building Ltd. and the trustees of Birla Bros. Provident Fund 
Institution were to give loans of Rs. 25 lakhs to M/s. Birla Building Ltd. and Rs. 10-78 
lakhs to M/s Gwalior Webbing Ltd. and Rs. 41-77 lakhs to the remaining companies and 
Birla Institute of Scientific Research. From the balance sheet of M/s. Gwalior Webbing 
Ltd. as on 31-3-71 it appears that whereas the company itself received a loan of Rs. 10-78 
lakhs from M/s. Birla Bros. Provident Fund Institution, it advanced a loan of Rs. 34-81 
lakhs to M/s. Birla Buildings Ltd. for the construction of the said building which shows 
close nexus of this company with the other 23 companies of Birla Group. 

(v) The company M/s. Shree Services and Trading Co. Ltd. is rendering services to this com¬ 
pany along with other Birla Group of Companies. 

(vi) Shri H.P. Lakhotia is the Secretary of this Companuy. He is also the Secretary of M/s, 
Punjab Produce and Trading Co. — a company controlled by the ‘group’. 

(vii) The company had granted proxies in favour of Senior Executives of Gwalior Rayon (as on 
22-9-71) and Pilani Investment Corporation (as on 28-9-71) in respect of shares held by 
this company in those companies. 

(viii) So far as the Board of Directors of this company is concerned, apart from Shri A.K.Newar, 
a relative of the members of the ‘group’ all the remaining four Directors are trusted em¬ 
ployees of the ‘group’ whose main source of income is the Birla Group of Companies. 
The Board of Directors is, therefore, considered as dominated by the ‘group’. 


HINDUSTAN DISCOUNTING COMPANY LIMITED 

1. Names of Directors 

(i) Shri Gopi Chand Dhariwal- • • (Executive in Birla Bombay (P) Ltd.—a company 

closely controlled by the ‘group’ and which prior 
to the abolition of the system of managing agency 
was serving as managing agent/Secretary and 
Treasurer for several important Birla Group of 
Companies. He is the Secretary of Birla Insti¬ 
tute of Scientific Research. He is also a trustee 
of Shri Krishan Bhandar Trust—a private trust 
controlled by the ‘group’.) 

(Executive in Hindustan Motors Ltd. and officer 
in Eastern India Services Ltd. He is also a 
trustee of Shree Krishan Bhandar Trust—a pri¬ 
vate trust controlled by the ‘group’.) 

(Chief Executive of M/s. Kusum Products Ltd. 
and an Executive of M/s. Tungbhadra Industries 
Ltd. He is also a managing director of 
M/s. Indian Shipping Co. Ltd. He is a trustee 
of Chandralekhs Trust— a private trust controlled 
by the ‘group’.) 

(Executive in Birla Bros. P) Ltd., a closely held 
company of the ‘group’ and a trustee of Sarad 
Kumar Trust and Vishwa Bhandar Trust —both 
private trusts controlled by the ‘group’.) 

320 equity shares of Rs. 10/- each. 


NIL 


(ii) Shri Mangturam Rungta • 


(iii) Shri Kalachand Chatterjee - 


(iv) Shri Dedraj Marda • 


2. Total number of equity shares and other 
shares carrying voting rights 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 
Nationalised Banks and Insurance Com¬ 
panies . ..... 
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(b) Members of the ‘group’ along with their 
relatives ■••••• NIL 

(c) Inter-corporate investments controlled 

by the ‘group’ • • • • • NIL 

(d) Shares controlled by the ‘group’ although 
registered in the names of trusted emp¬ 
loyees/banks/registered societies/trusts 
along with reasons indicating control. 

UCO Bank, Calcutta ■ • • -314 shares. 

It is understood from the bank that these 
shares are being held by them on behalf of Shree 
Krishan Bhandar Trust which is a private trust 
controlled by the ‘group’. In view of this, these 
shares are considered as controlled by the ‘group’. 

4. Percentage of voting power controlled by the 
‘group’. 3(b) plus 3(c) plus ,3(d) with referen¬ 
ce to item 2 above.98 % 


5. Remarks 

U) The investments of this company as on 31-3-70 came to Rs. 18.49 lakhs which were all in 
‘Birla Group of Companies’. 

(ii) During the year ended 31-3-70, the company earned Rs. 31,203/- by way of interest on 
unsecured loans. According to the information furnished by the company a loan of more than Rs. 1 
lakh was outstanding against Smt. Nirmala Devi Birla, Calcutta. 

(iii) Shri J.P. Chhaochoria is the Secretary of this company. He is also the Secretary of M/s. 
Bengal Rubber Co. Ltd. and Central India Industries Ltd. He is an officer in M/s. Birla Bros. (P; Ltd.— 
a closely controlled company of the ‘group’. 

(iv; In respect of its shareholdings in M/s. Orient Paper Mills (as on 30-10-71) and M/s. Hindus¬ 
tan Motors (as on 30-12-71) the company had granted proxies in favour of Svs. S.K. Kejriwal (Asstt. 
Vice President of Orient Paper Mills) and G.D. Birla respectively. 


INDORE EXPORTING AND IMPORTING COMPANY LIMITED 

1. Names of Directors 


(i) Shri S.N. Gupta . . . . 

(ii) Shri O.P. Jhunjhunwala 

(iii) Shri R.S. Dhoot . . . . 

2. Total number of equity shares & other 
shares carrying voting rights 


(Secretary in 11 ‘Birla Group of Companies’ 
including New India Sugar Mills Ltd., M/s. 
M/S Bharat Sugar mills M/S Upper Ganges 
Sugar Mills and one service company — M/s. 
Shree Service and Trading Company Ltd. 
He is also a trustee in Woodland trust— 
a private trust controlled by the ‘group’). 

(Commercial Manager of Textile Machinery 
Corporation Limited). 

(Secretary, Ratnakar Shipping Company Ltd.) 


50,000 equity shares of Rs. 10/- each. 


3. Analysis of Shareholding (more than 2%) 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks and Insurance Com¬ 
panies ...••• 
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(b) Members of the ‘group’ along with their 


relatives. 

Shri K.K. Birla .... s^oOO 
Shri Aditya Vikram Birla • • • 4,900 

Shri S.K. Birla.2,400 

Smt. Sushila Devi Birla • • • 2,500 

Smt. Priyamvada Devi Birla • • 2,000 


16,800 (33-6%) 


(c) Inter-corporate investments controlled 
by the ‘group’. 

M/s. Punjab Ginning & Pressing Com¬ 
pany Ltd..4,900 

M/s. Sutlej Cotton Mills Supply Agency 
Ltd. ‘.2,000 

M/s. Birla Cotton Spg. & Wvg. Mills 
Ltd..3,000 

9,900 (19%) 


(d) Shares controlled by the ‘group’ although 
registered in the names of trusted emp¬ 
loyees/ban ks/regis tered soci eties/trusts 
along with reasons indicating control. 

(i) Shri Gangadas Jhawar • • 2,000 

2,000 shares are held in the name of 
Shri Gangadas Jhawar. It is under¬ 
stood that these shares are the property 
of Jayshree Charity Trust which is cont¬ 
rolled by the ‘group’ and as such these 
shares will be considered as controlled 
by the ‘group’. 

(ii) Shri B.N. Saboo and Vidhu Shekhar- 2,000 

Shri B.N. Saboo is a Senior Executive 
in Birla Bombay Pvt. Ltd.— a closely 
held company of the ‘group’ which was 
formerly acting as Managing Agent/Sec¬ 
retary and Treasurer of several important 
Birla Group of Companies. He is a 
trustee in Shree Ram Bhandar Trust— 
private trust of the ‘group’ . He is also 
a trustee in Shrimati Durga Devi Memo¬ 
rial Trust, a trust controlled by the 
‘group’ and is holding the shares in 
question on behalf of Shrimati Durga 
Devi Memorial Trust. 

In view of the above, the shares held 
in the name of Shri B.N. Saboo and 
Shri Vidhu Shekar are considered as 
shares controlled by the ‘group’. 

t^iii) Shri B.P. Khaitan , • • • 2,000 

These shares are the property of 
Vishwa Mangal Trust which is controlled 
by the ‘group’. Shri B.P.Khaitan in 





whose name such shares are registered 
is a Director in several important Birla 
Group of Companies e.g. M/s. Hindus¬ 
tan Motors, Birla Cotton Spg. & Wvg. 
Mills, Upper Ganges Sugar Mills,, Hin¬ 
dustan Aluminium (Alternative Director) 
etc., Shri Khaitan was earlier sharing the 
managing agency commission with 
Birla Bombay (P) Ltd..—closely held 
company of the ‘group’ in the case of 
M/s. Bharat Sugar Mills Ltd. 

In these circumstances the shares in 
question are considered as controlled 
% the ‘group’. .... 


6,000 ( 12 %) 


4. Percentage voting power controlled by the 
‘group’ 3(b) plus 3(c) plus 3(d) with reference 

to item 2 above.65*4 

5. Remarks 

(i) Out of the total investments of Rs. 45-67 lakhs as on 31-3-71, investment to the tune of 
Rs. 43.46 lakhs were held in Birla Group of Companies. 

(ii) The above share analysis excludes the shareholdings of M/s. Bharat General and Textile 
Industries (2,000 shares), a subsidiary of M/s. Kesoram Industries & Cotton Mills Ltd. 

(iii) The total investments of M/s. Gwalior Commercial Company Ltd. and Industrial Trusts 
Ltd. (two subsidiaries of this company) as on 31-3-71 came to Rs. 132,66 lakhs and Rs. 
78.09 lakhs, out of these barring investments to the tune of Rs. 3.40 lakhs and 3.27 lakhs 
respectively all other investments were made in Birla Group of Companies. 

(iv) Shri B.P. Newatia, Secretary of this company is also the Secretary of M/s. Champara Mkt. 
Company, Darbhanga Marketing Company, Jayant Investment Corporation, Usha Deve¬ 
lopment Corpn., Uttar Pradesh Trading Company and Sobhna Traders Limited. 


JAIPUR FINANCE & DAIRY PRODUCTS ^P) LTD. 


1. Names of Directors 

(i) Shri D.R. Rungta .... 

(ii) Shri B.L. Rungta .... 

(iii) Shri R.D. Padia .... 

2. Total No. of equity shares & other shares 
carrying voting right 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks and Insurance Com¬ 
panies ...... 


(Paid Director in Birla Bros. (P) Ltd. — a closely 
held company of the ‘group’ which was formerly 
acting as managing agent/Secretary & Treasurer 
for several important Birla Group of Companies. 
He is also a trustee in Arya Dharama Seva Sangh 
and All India (Arya) Dharam Seva Sangh Trust— 
registered societies controlled by the ‘group’. 

(Chief Accountant in Century Spinning & Mfg. 
Co. Ltd.) . 

(An officer in M/s. Birla Gwalior (P) Ltd. — a 
closely held company of the ‘group’.) 

20,000 equity shares of Rs. 10/- each. 


NIL 
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(b) Members of the ‘group’ along with their 
relatives •••••• NIL 

(c) Inter-corporate investments controlled 

by the ‘group’.NIL 

(d) Shares controlled by the ‘group’ although 
registered in the names of trusted em¬ 
ployees/banks/registered societies/trusts 
along with reasons indicating control. 

Raja Baldeo Dass Sir la Santiti Kosh, 

Pilani .19,970 

This is a trust controlled by the 
‘group’. It is pertinent to mention here 
that the shares are registereo in the names 
of the Trust in violation of the provisions 
of Section 153 of the Indian Companies 
Act, 1956. This would seem to indicate 
that this company we as well as the trust 
are controlled by the ‘group’. 

In view of the above considerations, 
these shares are considered as controlled 
by the ‘group’. 

4. Percentage of voting power controlled by the 
‘group’ sfb) plus 3(c) plus 3(d) with refrence 

to item 2 above • • • •99-85 


JAN SEWA AND INVESTMENT LIMITED 

1. Names of Directors 

(i) Shri D.R. Rungta • • • • (A salaried Director of this company. He is 

also a trustee in M/s. Arya Dharma Sewa Sangh 
and All India Hindi (Arya) Dharam Seva Sangh 
Trust both registered societies controlled by the 
‘group’). 

(ii) Shri Dalip Singh .... (senior Executive in Birla Gwalior (P) Ltd.—a 

a closely controlled company of the ‘group’. He 
is also on Executive in Gwalior Rayon Silk 
Mfg. (Wvg.) Co. Ltd.). 

(iii) Shri R.N. Shah. 

2. Total Number of equity shares & other 

shares carrying voting rights 1,95,000 equity shares of Rs. 10/- each. 

3. Analysisofshareholdings as on 31-3-71 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks ana Insurance 
Companies.NIL 

(b) Members of the ‘group’ along with their 
relatives 

Shri L.N. Birla & Shri K.K. Birla • 400 (0-2%) 

(c) Inter-corporated investments controlled 

by the group.NIL 
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(d) Shares controlled by the‘group’ although 
registered in the name of trusted employ- 
yees/banks/registered societies/trusts 
along with reasons indicating control. 

(i) Sita Ram Bhandar • • • 99,593 

(ii) Arya Dharam Sewa Sangh • • 40,000 

(iii) All India Hindu (Arya) Dharam 

Sewa Sangh Trust • • • 55,000 

Total . . 194,593 1,94,593 (99.7%) 

The above three shareholders 
are registered societies which accord¬ 
ing to AnnexureT’ are being control¬ 
led by the ‘group’. As such these 
shares are considered as controlled 
by the ‘group’. 

4. Percentage of voting power controlled by the 
‘group 3(b) plus 3(c) plus 3(d) with reference 

to item 2 above. 99-99 

5. Remarks 

The total investment of the company as on 31-3-71 came to Rs. 19-42 lakhs. All these invest¬ 
ments are made in the Birla Group of Companies. 


JAYANT INVESTMENT CORPORATION (P) Ltd. 

1. Names of Directois 

(i) Shri K.K. Birla .... Chairman and Managing Director 

(ii) Smt, Manorma Devi Birla • • • (W./o Shri K.K.Birla) 

2. Total number of equity shares & other shares 

carrying voting rights 65,003 equity shares of Rs. 10/- each. 

3. Analysis of shareholdings : ' 

(a) L.I.C., , Public Financial Institutions, 

Nationalised Banks & Insurance Com¬ 
panies ...... jqiL 

(b) Members of the ‘group’ along with theii 
relatives. 

Shri K.K. Birla .... 45,500 
Smt. Manorma Devi Birla • • 19,500 

Total 65,000 

(c) Inter-corporate investments controlled 

by the ‘group’. .... nil 

4. Percentage of voting power controlled by the 
‘group’ (3 (b) plus 3(c) ) with reference to item 

2 above. ...... i(X) 

Jayshree Traders (P) Ltd. 

1. Names of Directors 

(i) Shri K.G. Maheshwari 

(ii) Shri Madangopal Maheswari (Brother of Shri K.G. Maheshwari) 
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(iii) Shri Kamlesh Kumar Maheshwari (Shri G.D. Birla’s daughter’s son) 

(iv) Shri B.P. Sharma 

2. Total number of equity shares & other shares 

carrying voting rights 4000 equity shares of Rs. 100/- each 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, 

Nationalised Banks & Insurance Companies. Nil 

(b) Members of the ‘group’ along with their 

relatives. Shri K.G. Maheswari • • • 1,739 

Smt. Shanti K. Maheshwari ... 10 

Shri Kamlesh Kumar Maheshwari • 2,245 

Total • • 3,994 3,994 (99-85%) 

(c) Inter-corporate investments controlled by the 

‘group’ Nil 

4. Percentage of voting power contolled by the 
‘group’ 3(b) plus 3(c) plus 3(d) with reference 

to item 2 above 99.85 

KAMAL TRADING COMPANY" PRIVATE LIMITED 

1. Names of Directors 

(i) Shri B.P. Goenka .... (President of M/s. Kesoram Industries & Man- 

ging Director in Padmavati Raje Cotton Millls 
Ltd. and Aditya Investment (P) Ltd. 

(ii) Shri B.C. Biyani •, • • • (Vice-President & Secretry Jay Shree Tea and 

Industries Ltd. He is also a trustee in 
Aditya Vikram Birla Family Trust and Kumar 
Mangalam Biral Trust—both private Trust 
controlled by the ‘group’ and in Birla Academy 
of Art & Culture—a trust controlled by the 
‘group’). 

(iii) Shri K.K. Khemka .... (Managing Director in Hindustran Heavy Che¬ 

micals Ltd. and President of Kesoram Indus¬ 
tries, Kesoram Rayon and Kesoram Engineer¬ 
ing Industries. He is also President in Indian 
Refractories Ltd. He is a trustee in Manju 
Shree Charity Trust—a trust controlled by the 
‘group). 

(iv) Shri S.K. Shroff 

2. Total number of equity shares and other 

shares carrying voting rihgts 1,00,000 equity shares of Rs. 10-00 each. 

3. Analysis of shareholdings (more than 1%) 

L.I.C., Public Financial Institutions, Nationalised Banks and Insurance Companies:— 



United Commercial Bank Ltd. 

4,012 



Do. 

6,090 



Total 

10,102 

10,102 

(b) 

Members of the ‘group’ along with their relatives 


Nil 

(c) 

Inter-corporate investments controlled by the ‘group’ • 


Nil 


(d) Shares controlled by the ‘group’ although registered in the names of trusted 
employees/banks/registered societies/trusts along with reasons indicating 
control. 
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G.D. Jhawar 21,200 

These shares are held by Shri G.D. Jhawar on behalf of Jayshret Charity Trust 
which is controlled by the ‘group’. 

Shri K.K. Khemka & Shri L.P. Khemka 24,000 

The shares in question are held by them on behalf of Manju Shree Charity 
Trust which is controlled by the ‘group’. 

Shri B.C. Biyani . 19,898 


The shares in question are held by him on behalf of Birla Academy of Art and 
Culture which is controlled by the ‘group’. 

Having regard to the above considerations the above shareholdings of 21,200 65,098 

plus 24,000 plus 19898=65,098 are considered as controlled by the ‘group’. 

4, Percentage of voting power controlled by the ‘group’ 3(b) plus 3 (c) plus 3 (d) with 65 

reference to item 2 above. 

5. Remarks 

(i) This company had acquired a plot of land from Pilani Investment Corporation at 10, 
Camac Street, Calcutta and was entrusted by M/s. Gwalior Rayon, Century Spinning, J.C. Mills 
Birla Jute, Kesoram Industries, Hindustan Aluminium, Birla Cotton and Jayshree Tea alongwith 
some other Birla group of Companies with the development and supervision of a block or blocks of 
multi-storyed buildings to be used for oflSce, show-room houses and other ancillary purposes. 

(ii) Out of the total investments of Rs. 16-48 lakhs, investments to the tune of Rs. 16-20 
lakhs were made in Birla Group of Companies. 

(iii) In respect of its share holding in M/s. Hindustan Aluminium Corporation Ltd., (as on 
7-6-71) the company had granted proxy in favour of Shri A.V. Birla. 

MAHARASHTRA COMMODITY TRADING CO. PRIVATE LIMITED 

1. Names of Directors 

(i) Shri G.D. Malpani .... (Trustee in Yasho Vardhan Birla Trust—a 

private trust controlled by the ‘group). 

(ii) Shri R.S. Adukia .... (Secretary in Birla Bombay (P) Ltd. land officer 

in Birla Gwalior (P) Ltd. and Brla Bros. 
(P) Ltd.—all closely held companies of the 
‘group’ which were formerly acting as Managing 
agents/Secretaries and Treasurers of several 

Important Birla Group of Companies). 

(iii) Shri A.K. Singhi .... 

(iv) Shri A.C. Dalai 

2. Total number of equity shares and other 

shares carrying voting rights 2,00,000 equity shares of Rs. 10-00 each. 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationalised Banks and Nil 
Insurance Companies. 

(b) Members of the ‘group’ along with their relatives 

Smt. Sunanda Devi Birla. 34,996 

Shri Ashok Vardhan Birla. 50,000 

Total 84,996 42-5% 


(c) Inter-corporate investments controlled by the ‘group’. 

M/s. Godavari Copration Ltd. ...... 20,000 10% 
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(d) Shares controlled by the ‘group’ although registered in the names 
of trusted employees/banks/registered societies/trUsts along with 
reasons indicating control. 

Shri G.D. Malpani 8c Shri B.M. Singhi 25,000 12-5% 

Shri Malpani is a trustee in Yashovardhan Birla Trust—a private 
trust controlled by the ‘group’. He is also a director in four Birla 
Group of Companies viz. Asian Distributors, Tungbhadra Indus¬ 
tries, Veraval Rayon Industries and Maharashtra Commodity Trad¬ 
ing Co. (P) Ltd. 

Shri Singhi is an executive in Birla Bombay (P) Ltd.—a closely 
controlled company of the ‘group’ and President Indian Smelting 
& Refining Co. Ltd.—a Birla Group of company. He is also a 
trustee in Yasho Vardhan Birla Trust—a private trust controlled 
by the ‘group’ and in Raja Baldeodas Birla Charitable Trust-a trust 
controlled by the ‘group’. 

The shares in question registered in the names of Svs. G.D. 

Malpani and B.M. Singhi are the property of Yashovardhan Birla 
Trust which is a private trust controlled by the ‘group’. 

In view of the above, these shares are considered as controlled 
by the ‘group’. 

4. Percentage of voting power controlled by the ‘group’ 3(b) plus 3(c) 

plus 3(d) with reference to item 2 above 65 % 

5. Remarks 

(i) Out of total investment of Rs. 14-26 lakhs, the company invested Rs. 9-10 lakhs in Birla 
Group of Companies. 

(ii) During 1969, the company sold the Mill along with land and building, raw material etc. 
to M/s. Century Spnining and Mfg. Co. Ltd. (a selected company) and incurred a loss of Rs. 4,00,899. 

(iii) Loans above Rs. 1,00,000 as on 31-3-70 were outstanding from the following Birla Group 
of Companies:— 

(ij M/s. Shree Dutt Factory Pvt. Ltd. 

(ii) M/s. Shree Factory Pvt. Ltd. 

(iii) M/s. Tungbhadra Industries. 

NATIONAL ENGINEERING INDUSTRIES LIMITED 
1. Names of Directors 

(i) Shri M.R. Rungra .... (Executive in Hindustan Motors Ltd. and officer 

in Eastern India Services Ltd. He is also a 
trustee of Shree Krishna Bhandar trust—a 
private trust controlled by the ‘group’). 

(ii) Shri H.P. Singhi .... (President in M/s. Orient Paper Mills Ltd. and 

an executive in M/s. Eastern India Services Ltd. 
He is also a trustee of Chandra Kant Turst—a 
private trust controlled by the ‘group’). 

(iii) Shri D.R. Marda .... (Executive in Birla Bros. (P) Ltd. which is a 

company closely controlled by the ‘group’. 
He is also a trustee of Sarad Kumar Trust and 
Vishnu Bhandar—Trust—both private trusts 
controlled by the ‘group’.) 

(iv) Shri B.P. Khaitan .... (He is a trustee in Vishwa Mangal Trust—a trust 

Controlled by of the ‘group’ and Director 
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in several important ’Birla Group of Compa¬ 
nies e.g. M/s. Hindustan Motors, Birla Cotton 
Spg. & Wvg. Mills, Upper Ganges Sugar Mill 
Hindustan Aluminium (alternative director) etc. 
Shri Khaitan was earlier sharing managing 
agency commission with Birla Bombay (P) 
Ltd.—a closely held company of the ‘group’ in 
the case of M/s. Bharat Sugar Mills Ltd.) 

(v) Shri S.K. Somani . (Daughter’s son of Shri B.M. Birla). 


2. Total No. of equity shares/other shares carry¬ 
ing voting rights: 2,00,000 equity shares of Rs. 10 each. 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationalised Banks & In¬ 
surance Companies. 

United Commercial Bank, 2, India Exchange Place, Calcutta-1 • 5,000 (2-5%) 

(b) Members of the‘group’along with their relatives. 

Shri B.L. Newar 17,000 (8-5/i) 


(c) Inter-corporate investments controlled by the ‘group’. 

Central India Industries Ltd. .....•• 20,000 

Rajasthan Industries Limited 13,000 

Produce & Share Brokers Ltd. ■•••••• 5,000 

Bengal Rubber Co. Ltd. . 20,000 

Universal Trading Co. Ltd..18,500 

Hindustan Discounting Co. Ltd..15,000 

Gwalior Finance Corporation. 24,000 

Total 1,15,500 (57-75%) 

4, Percentage of voting power controlled by the ‘group’ 68.75 


5. Remarks 

(i) Barring investment of Rs. 8,300/- all other investments of Rs. 22-11 lacs were made in 
Birla Group of Companies’. 

(ii) The purchasing agents abroad of the company are M/s. East Indian Produce Co. Ltd., 
London and American East India Corporation, New York—who are the purchasing agents of several 
other Birla Group of Companies. 

(iii) In respect of its shareholdings in Orient Paper Mills Ltd. (as on 30-10-71) and Sirpur 
Paper Mills (as on 30-12-71) the company had granted proxies in favour of Svs. S.K. Kejriwal (Asstt. 
Vice-President Orient Paper Mills) and G.D. Thirani (Director Sirpur Paper Mills) respectively. 


PILANI INVESTMENT CORPORATION LIMITED 


1. Names of Directors 

(i) Shri G.D. Birla 

(ii) Shri L.N. Birla 

(iii) K.K. Birla 

(iv) Shri B.K. Birla 

(v) Shri S.K. Birla 

(vi) Shri D.P. Mandelia 


(S/o Shri G.D. Birla) 


2. Total number of equity shares & other shares 

carrying voting rights 35,15,000 equity shares of Rs. 10/- each. 
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3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationalised Banks & Insurance 
Conapanies. 

(i) Union Bank of India Pvt. Ltd..1,200 

(ii) Bank of India, M.G. Road, Bombay ■ • • • • 2,530 

(iii) Central Bank of India, M.G. Road, Bombay • * • 2,100 

(iv) Universal Fire & Gas Insurance Company Limited • • 2,000 


Total . 7,830 (0-2%') 

(b) Members of the ‘group’ along with their relatives. 

(i) Shri G.D. Birla & Shri M.P. Birla.34,219 

(ii) Smt. Sharda Devi Birla, Smt. Gopi Kumari Birla and Dr. J.S. 19,437 
Mishra. 

tiii) Shri Onkarmal Somany ...•••• 19,000 

(iv) Smt. Ganga Somany 13,500 

(v) Shri Shashi Kumar Somany.11,000 

(vi) Shri Vikram Somany 8,000 

(vii) Shri Shahi Kumar Somany & Smt. Anjalika Somany • • 7,000 

(viii) Shri Kamlesh Kumar Maheshwari & others • • • 2,587 

(ix) Smt. Sumangla Birla • ..1,055 

(x) Shri K.K. Birla.1,140 

(xi) Smt. Anjalika Somani.5,000 

(xii) Smt. Chandralekha. 4,331 

(xiii) G. Prasad 5,130 

(xiv) Kamlesh Kumar Krishan Gopal Maheshwari • • • 1,600 

(xv) Basant Kumar.1,121 

(xvi) Svs. Alok Kumar Mandelia, Abdesh Kumar Mandelia & 13,500 

Padma Kumari Mandelia u/g of Shri S.P. Mandelia. 

(xvii) Sh. Madan Gopal Maheshwari 10,000 

(xviii) Sh. Shanti B. Maheshwari ••••••• 3,500 

(xix) Sh. Beni Prasad Maheshwari & Smt. Shanti B. Maheshwari ■ 1,500 

(xx) Svs. Beni Prasad Bishamber Lai ..... 1,400 

(xxi) Sh. S.P. Mandelia 893 


Total . • 1,64,913 (4-7%) 

(c) Inter-corporate investments controlled by the ‘group’.- 

(i) Punjab Produce & Trading Co. ..... 6,03,279 

(ii) Gwalior Commercial Co. -•••••• 5,99,771 

(iii) The Birla Cotton Spg. & Wvg. Mills Ltd. . • • ■ 4,85,251 

(iv) Central India Industries Ltd. ..... 4,58,071 

(v) Ujjain General Trading Society .2,79,411 

(vi) Gwalior Webbing Co. Ltd... 2,03,575 

(vii) J.C. Mills. • • 56,819 

(viii) Sutlej Cotton Mills Ltd. 28,500 

(ix) Industrial Trust Ltd. •••••••■ 21,779 

(x) Sutlej Cotton Mills Supply Agency.7,742 

(xi) Jaipur Finance (P) Ltd. ....... 3,420 

(xii) Birla Bros. (P) Ltd. ....•••• 1,777 

(xiii) Zenith Distributors & Agents ..... 1,026 


Total • 27,50,421 (78-2%) 
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(d) Shares controlled by the ‘group’ although registered in the names 
of trusted employees/banks/registered societies/trusts alongwith 
reasons indicating control. 

(i) United Commercial Bank, Calcutta . . . • • 2,10,“38 

The Bank has intimated that the shares in question are the pro¬ 
perty of Birla Jan Kalyan Trust—a trust controlled by the 
‘group’. 

(ii) United Commercial Bank, Calcutta . . • • • 1,23,918 

The Bank has intimated that the shares in question are the pro¬ 
perty of Krishnarpan Charity Trust which is a trust controlled 
by the ‘group’. 

(iii) Sitaram Bhandar . .11,543 

This is a registered society which is controlled by the ‘group’. 

Having regard to the above the shareholdings of 2,10,938 plus 1,23,918 plus 
11,543 i.e. 3,46,399 shares are considered as controlled by the ‘group’. 

(iv) Shri Gopichand Dhariwal & Shri Krishan Chand Bagri ■ 31,500 

Shri Dhariwal is the secretary of Birla Institute of Scienti¬ 
fic Research and Executive of M/s. Birla Bombay (P) Ltd., a 
closely held company of the ‘group’. He is also a trustee of Shree 
Krishna Bhandar Trust—a private trust controlled by the 
‘group’. 

Shri K.C. Bagri is an officer of M/s. Eastern Indian 
Services & Marketing Co. Ltd. and M/s. Sirpur Paper Mills 
Ltd., He is also a trustee of Shree Krishna Bhandar Trust— 
a private trust controlled by the ‘group’. 

It appears from the balance sheet of the said trust that the 
shares registered in the name of Svs. G.C. Dhariwal and K.C. 

Bagri are the property of Shree Krishna Bhandar Trust—a 
private turst controlled by the ‘group’. 

Having regard to the obove facts, the shares registered in 
the names of Svs. G. C. Dhariwal and K. C. Bagri are con¬ 
sidered as controlled by the ‘group’ 


Total • 3,77,899 (10.8%) 


4. Percentage of voting power controlled by the ‘group’ (3(b) plus 3(c) 

plus 3(d)) with refetence to item 2 above 93.7 

5. Remarks 

(i) This is an investment company and its total investments came to Rs. 465.21 lakhs as on 
31-3-71. The market value of these investment Was as high as Rs. 1944.8 lakhs. Investments to the 
tune of Rs. 397.85 lakhs were in Birla Group of Companies. 

(ii) Para 60 of the report indicates material showing interconnection of this company with 
M/s. Zuari Agro, Century Spinning, Gwalior Rayon, Sutlej Cotton Mills etc. 

(iii) The company had sold a plot of land at 10, Camac Street, Calcutta to Kamal Trading 
Co. (P) Ltd.—a controlled company of the ‘group’ who have constructed a multi-storeyed building 
there. The company had taken six floors on rent. Other floors have been taken by other Birla 
Group of Companies. 

(iv) The company made a donation of Rs. 4.05 lakhs to Birla Education Trust during the 
year ended 31-3-71. The said trust is controlled by the ‘group’. 

(v) In respect of its shareholdings in Gwalior Rayon Mfg. & (Wvg.) Co. (as on 22-9-71), 
Century Spinning & Mfg. Co. (as on 22-6-71), Kesoram Industries (as on 21-5-71), Orient Paper 
Mills (as on 30-10-71), Hindustan Motors (as on 30-12-71) and Hindustan Aluminium (as on 7-6-71), 
the company granted proxies in favour of Svs. I.H. Parekh(President, Gwalior Rayon), S. K. Birla, 
B. K. Birla, N. M. Birla (Vice-President—Orient Paper), G. P. Birla and A. V. Birla respectively. 
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PUNJAB GINNING/PRESSING CO. LTD. 


1. Names of Directors 

(i) Shri B.L. Shroff .... (Trustee in Manjushree Charity Trust -a con - 

trolled trust of the ‘group). 

(ii) Shri R. Kejriwal 

(iii) Shri K.K. Daga 

2. Total No. of equity shares/other shares carrying 

voting rights 20,350 equity shares of Rs. 10-00 each. 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationalised Banks and In- Nil 

surance Companies. 

(b) Members of the ‘group’ along with their relatives. 


Shri L.N. Birla ..6,670 

Shri K.K. Birla.6,670 

Shri B.K. Birla.6,660 


Total 20,000 20,000 


(c) Inter-corporate investments controlled by the ‘group’. Nil 

4* Percentage of voting power controlled by the ‘group’ 3(b) plus 3(c) with 
reference to item 2 above 

98-29 

5. Remarks 

Barring an investment of Rs. 10,609/- in Government securities, the entire investment of 
Rs. 2,87,023/- was made in Birla Group of Companies. 

PUNJAB PRODUCE & TRADING CO. 

1. Names of Directors 


(i) Shri T.C. Saboo .... (Was Senior President of M/s. Birla Jute till 1970 

He was special Aovisor of M/s. Hindustan 
Aluminium till 1971. He is Adivsor with M/s. 
Birla Consultants (P) Ltd. and trustee of Seva 
Nidhi Trust—a trust controlled by the ‘group. 

(ii) Shri R.K. Chhaochharia • • (Presiaent in M/s. Birla Jute Mgf. Co. Ltd. and 

M/s. Bally Jute Co. Ltd. He is also a trustee of 
Sewa Nidhi Trust—a trust controlled by the 
‘group’). 

(iii) Shri S.N. Prasad • • • • (Vice-President in Birla Jute Mfg. Co. Ltd., 

Also Executive in Birla Gwalior (P) Ltd. 
—a closely controlled company of the ‘group’). 

(iv) Shri H.R. Saria .... (Secretary Jute Investment Co. Ltd. and an 

officer in Eastern India Service Investment Co. 
Ltd.). 


2. Total number of equity shares & other shares 50,000 equity shares of Rs. 100/- each, 
carrying voting rights 

3. Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationalised Banks & In- Nil 

surance Companies. 
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(b) Members of the ‘group’ along with their relatives. 

Smt. Sharda Devi Birla & Shri L.N. Birla and Shri M.P. Birla 4,000 


Shri M.P. Birla. 

Smt. Sunanda Devi Birla.- - 

14,560 

1,000 


Total 

19,560 

(39-1%) 

(c) Inter-corporate investments controlled by the ‘group’. 

Jute Investment Co. Ltd. - • -. 

Gwalior Webbing Co. Ltd. ....... 

Baroda Investment Co. Ltd. ....... 

Asian Distributors Ltd. . 

500 

3,730 

.22,000 

2,200 


Total 

28,430 

(56-9%) 

Percentage of Voting power controlled by the ‘group’ (3(b) plus 3(c) 
with ceference to item 2 above. 

96 



5. Remarks 

(i) Out of the total investments of Rs. 160-52 lakhs, investment to the tune of Rs. 125-51 
lakhs were made in Birla Group of Companies. 

(ii) Investments to the tune of Rs. 13-25 lakhs and Rs. 37-75 lakhs (in terms of purchase price 
were made in Birla Group of Companies during the Financial year 1970-71 and 1971-72 respectively 
in anticipation of Board’s approval. 

(iii) In respect of shareholdings in M/s. Gwalior Rayon (as on 22-9-71) Kesoram Industries 
(as on 21.5.71) , Birla Jute (as on 15-9.71) , Orient Paper (as on 30.10.71) , 
Hindustan Motors (as on 30-12-71). Hindustan Aluminium (as on 7-6-71), Pilani Investment Corp. 
(as on 18-9-71) and J.C. Mills (as on 24-9-71), the company had granted proxies in favour of Svs. 

I.H. Parekh(P resident Gwalior Rayon), B.K. Birla, M.P. Birla, N.M. Birla (Vice President Orient 
Paper Mills) G.P. Birla, A.V. Birla, R.D. Makharia (Secretary Pilani Investment) and R.A. Makhana 
(Deputy General Manager, J.C. Mills) respectively. 

(iv) All the four Directors of this company are trusted employees of the ‘group’ and as such 
the Board of Directors is considered as controlled by the ‘group’. 

RAJASTHAN INDUSTRIES LIMITED 

1. Names of Directors 

(i) Smt. Rukmani Devi Birla • • (w/o Shri B.M. Birla). 

(ii) Shri Hari Ram Saboo - ■ • (Vice President of National Engg. Industries 

Ltd. He is also a trustee in Woodland Trust— 
a private trust controlled by the ‘group’). 

(iii) Shri Shyam Sunder Kerijwal 

2. Total number of equity shares & other shares 41,745 equity shares of Rs. 100 each. 

carrying voting rights 

3. Analysis of shareholdings 


(a) 

L.LC-, Public Financial Institutions Nationalised Banks & Insurance 

Nil 

(b) 

Companies. 

Members of the ‘group’ along with their relatives. 


Nil 

(c) 

Inter-corporate investments controlled by the ‘group’. 

M/s. Central India Indsutries Ltd. 

. . 

12,118 


M/s. Gwalior Commercial Co. Ltd. 

• 

12,052 


M/s. Punjab Produce & Trading Co. Ltd. • 

• 

12,006 


M/s. Ujjain General Trading Society Ltd. • 

• 

5,566 


Total 41,742 


13—7 M of LJ & CA/ND/79 
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4. Percentage of voting power controlled by the ‘group’ 3(a) plus 3 (c) with 

reference to item 2 above. 99 • 9 

5. Remarks 

In respect of its shareholdings in M/s. Orient Paper Mills (as on 30-11-71) the company and 
granted proxy in favour of Shir S.K. Kejriwal (Asstt. Vice-President, Orient Paper Miills). 

SEKHAWATI GENERAL TRADERS LIMITED 

1. Names of Diiectors 

(i) Shri H.P. Singhi .... (President in M/s. Orient Paper Mills Ltd. and 

an Executive in M/s. Eastern India Services Ltd. 
He is also a trustee of Chandra Kanta Trust 
a private trust controlled by the ‘group’). 

(ii) Shri K.C. Chatterjee • • • (Chief Executive of M/s. Kusum Products Ltd- 

and an Executive of M/s. Tungbhadar Industries 
Ltd. He is also a Managing Director of M/s. 
Indian Shipping Co. Ltd. He is a trustee of 
Chanderlkeha Trust—a private trust contro¬ 
lled by the ‘group’). 

(iii) Shri S.N. Gupta .... (Secretary in 11 Birla Group of Companies(upto 

the year 1970 as per information available) 
including four important sugar mills viz., M/s. 
Bharat Sugr Mills, Gobind Sugar Mills, New 
India Sugar Mills and Upper Ganges Sugar 
Mills and one service company—M/s. Shree 
Services & Trading Company Ltd. He was 
also in receipt of substantial salary income from 
M/s. Orient Paper Mills Ltd.) He is also a 
trustee in Wood land Trust—a private trust 
controlled by the ‘group’). 

(iv) Shri K.C. Bagri .... (OtBce in Eastern Indian Service and Marketing 

Company Services and Marketing Company 
Ltd. and Sirpur Paper Mills Ltd. and trustee 
in Krishna Bhandar Trust—a private trust 
controlled by the ‘group’. 

2. Total number of equity shares & other shares carrying 

voting rights: 100 equity shares of Rs. 1000 each 

3. Analysis of shareholdings: 

(a) L.I.C., Public Financial Institutions, Nationalised Banks & In- Nil 
surance Comapnies. 

(b) Members of the ‘group’ along with their relatives • • - Nil 

(c) Inter-corporate investments controlled by the ‘group’ • • • Nil 

(d) Shares controlled by the ‘group’ although registered in the names 
trusted employees/banks/registered societies/trusts along with reasons 
indicating control. 

Hindustan Charity Truts (1959). 100 

The entire subscribed capital of this company is held by Hindustan 
Charity Trust 1959. The said Trust is controlled by the ‘group’. It is 
pertinent to mention here that the shares are registered in the names of 
this trust in violation of the provision of section n 153 of the Indian Com¬ 
panies Act, 1956. This would seem to indicate that this company as 
well as the trust are controlled by the same ‘group’. 

4. Percentage of voting power controlled by the ‘group’ 3(b) plus 3(c) plus 100 

3 (d) with reference to item 2 above. 

5. Remarks 

Out of the total investment of Rs. 46-99 lakhs investment to the tune of Rs. 41-48 in Birla 
Companies, 
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SHREE SERVICES AND TRADING COMPANY 


1 . 


2 . 


3, 


4. 


Names of Directors 


(i) Shri K.C. Chaterjee • • (Chief Executive of M/s. Kusum Products 

and an Executive of M/s. Tungbhadra Industries 
Ltd. He is also a Managing Director of M/s. 
Indian Shipping Co. Ltd. He is a trustee of 
Chandralekha Trust—a private trust controlled 
by the ‘group’. 

(ii) Shri B.N. Saboo .... (Executive in M/s. Birla Bombay (P) Ltd. a 

closely held company of the ‘group’ which was 
prior to the abolition of the system of mana¬ 
ging agency, acting as the managing agent/ 
secretary and treasurer of several important 
Birla Group of Companies. He is a trustee 
of Shree Ram Bhandar Trust, a private trust 
controlled by the ‘group’ and also a trustee of 
Smt. Durga Devi Memorial Trust—a trust 
controlled by the ‘group’.) 

(iii) Shri M.R. Rungta .... (Executive in Hindustan Motors Ltd. and 

officer in Eastern India Services Ltd. He is 
also a trustee of Shree Krishna Bhandar Trust— 
a private trust controlled by the ‘group’.) 


Total number of equity shares/other shares carrying 

voting rights: 1000 equity shares 

Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationaluised Banks & In¬ 
surance Companies. 

(b) Inter-corporate investments controlled by the ‘group’. 

(c) Members of the ‘group’ along with their relatives. 

(a) Shares controlled by the ‘group’ although registered in the names 
of trusted employees/banks/registered societies/trusts along with 
reasons indicating control. 

Shri B.P. Khaitan 

Shri B.P. Khaitan was a Director in 12 Birla Group of Companies— 
Important ones being Birla Cotton Spinning & Weaving Mills, 
Hindustan Motors, Hindustan Aluminium, Swadeshi Cotton and Birla ; 
Consultants Pvt. Ltd. He was prior to its abolition co-sharer in the mana¬ 
ging agency commission received by M/s. Birla Bombay (P) Ltd. (a closely 
controlled company of the ‘group’) in the case of M/s. Bharat Sugar Mills 
Limited. The shares in question are held by him as a trustee of Vishwa 
Mangal Trust which is a trust controlled by the ‘group’. In view of 
these considerations, the shares in question are considered as controlled 
by the ‘group’. 


of Rs. 10 each- 


Nil 

Nil 

Nil 


993 


Percentages of voting power controlled by the ‘group’ 3(b) plus 3(d) with 
reference to item 2 above. 


5. Remarks 

(i) S/Shri K.C Chaterjee, B.N. Saboo & D.R. Marda are holding one share each in this 
company. Details regarding Shri K.C. Chaterjee and Shri B.N. Saboo have furnished under it emu) 
above while dealing with Directors. Shri B.R. Marda is a Senior Executive m Birla Bros. (P) Ltd., 
a closely held company of the ‘group’ which was formerly acting as Managing Agent/Secremry & 
Treasurer for several important Birla Group of Companies, He is also a trusteee in Sharad Kumar 
Trust and Vishnu Bhandar Trust both private trusts controlled by the ‘group’. 

In view of the above these three shares can also be considered as controlled by the ‘group’. 

(ii) This company is acting as a service company for a large number of Birla Group of 
Companies and received Rs. 27-36 lakhs by way of rent & service charges during the year ended 
31-3-71. Out of this receipt from Birla Group of Companies or their employees and controlled 
tiusts came to Rs. 26-40 lakhs. 
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SUTLEJ COTTON MILLS LIMITED 


1. Names of Directors 

(i) Shri R.D. Birla (Chairman) 

(ii) Shri S.K. Birla 

(iii) Shri K.K. Birla 

(iv) Shri M.D. Dalmia .... (Managing Director of M/s. Eastern Economist 

Ltd. and Executive President in Birla Cotton 
Spinning & Wvg. Mills Ltd. He is also an 
Executive Officer in M/s. TAXMACO). 

(v) Shri B.P. Khaitan .... (Shri Khaitan was a Director in 12 Birla Group 

of Companies important ones being Birla 
Cotton Spinning & Wvg. Mills, Hindustan 
Motors, Hindustan Aluminium, Swadeshi 
Cotton and Birla Consultants (P) Ltd. He 
was prior to its abolition co-sharer in the mana¬ 
ging agency commission received by M/s. 
Birla Bombay (P) Ltd.—a closely controlled 
company of the ‘group’ in the case of M/s. 
Bharat Sugar Mills Ltd. He is also a trustee 
in Vishwa Mangal Trust—a trust controlled 
by the ‘group.) 

(vi) Shri R.G. Saraiya 

(vii) Shri V.M.D. Thakersay 
(viii) Shri B.D.C. Arware 

2. Total number of equity shares & other shares 10,50,000 equity shares of Rs. 10 each. 

carrying voting rights. 

3. Analysis of shareholding above IQQQ shares as on 30-9-70. 

(a) L.I.C., Public Financial Institution, Nationalised Banks & Ins¬ 


urance Companies. 

L.I.C..6,545 

The Vulcan Insurance Co. Ltd. ...... 1,400 

Central Bank of India, M.G. Road, Bombay .... 22,600 

Allahabad Bank, Bombay-1.6,964 


37,509 (3-6%) 


(6) Members of the ‘group' along with their relatives. 

Smt. S.L. Birla W/o Shri L.N. Birla .3,360 

Shri M.P. Birla, G.D. Kothari & T.C. Saboo .... 3,850 

Smt. Sharda Devi Birla & Smt. Gopi Kumari Birla & Dr. Jhabarma 6,440 
S. Misra. 

Smt. Shanti Devi, B. Maheshwari & Beni Prasad Maheshwari. 1,750 

Shri Beni Prasad Bishwandev Lai. 28,000 

Shri Beni Prasad Bishwandev Lai (through Central Bank of India) 14,000 

Smt. Madhuri Rajgopal Dhroh.2,275 

Shri Krishan Gopal Bishamber Lai. 28,000 

Shrimati Shanti B. Maheshwari.11,500 

Smt. Shanti K. Maheshwari.9,800 

Smt. Snehlata M. Maheshwari ....... 10,100 

Shri Madangopal Bishamber Lai. 30,400 

Shri Mahavir Prasad Bishwamberlal ...... 23,800 










185 


Smt. Sarla N. Maheshwari.. • 

26,600 


Shri Krishan Gopal Bishwamberlal Maheshwari, Kamlesh 
Kumar, Krishan Gopal Maheshwari & Mrs. Shanti Devi Krishan- 
gopal Maheshwari. 

3,500 


Smt. Madurika K. Maheshwari. 

8,050 


Km. Indermati Madangopal Maheshwari (minor) (Guardian— 
Madangopal Maheshwari) (through Allahabad Bank, Bombay). 

5,700 


Master Majoj Kumar Madangopal Maheshwari (minor) under 
the guardianship of Shri Madangopal Maheshwari (through 
Allahabad Bank, Bombay). 

1,500 


Bani Prasad Maheshwari (through Bank of India, Bombay) • 

700 


Smt. Shanti B. Maheshwari (through Bank of India, Bombay) 

2,800 


Smt. Indermani Mandelia.. • 

9,100 


Shri D.P. Mandelia ••••••••• 

1,750 



2,32975 

(22-2%) 

>;C) Inter-corpoiate investment'/ controllea by the 'group’. 



(i) Aditya Investment (P) Ltd. ...... 

6,020 


(ii) Central India Industries Ltd. ...... 

21,000 


(iii) Industrial Trust Ltd. ....... 

94,899 


(iv) Jaipur Finance (P) Ltd. ....... 

14,000 


(v) Pilani Investment Coprn. Ltd.. 

5,040 


(vi) Punjab Produce & Trading Co. Ltd.. 

70,000 


(vii) Sutlej Cotton Mills Supply Agency Ltd. .... 

9,562 


(viii) Jayshree Traders (P) Ltd. (through (UCO Bank, Bombay) 

4,900 


(ix) Zenith Distributiors & Agents (P; Ltd. .... 

3,995 


(d) Shares controlled by the ’group’ although registered in the names 
of trusted employeeslbanksjregistered societies!trusts along with 
reasons indicating control. 

2,29,416 

(21-9%) 

Durgadevi Memorial Trust ....... 

This trust is controlled by the ‘group’. It is pertinent to mention 
here that these shares have been registered in the name of the trust in 
violation of the provisions of Section 153B of the Indian Companies 
Act, 1956. This would seem to indicate that the trust as well as the 
company, both are controlled by the same persons viz., the ‘group’. 
The shares in question are, therefore, considered as controlled by the 
‘group’. 

3,500 

Shares 

Sita Ram Bhandar ........ 

Tnis is a registered society controlled by the ‘group’ and as such 
the shares in question are considered as controlled by the ‘group’. 

47,250 


United Commercial Bank, Calcutta ..■••• 
The bank has intimated these shares were held by them on behalf 
of Shree Krishnarpan Charity Trust—a trust controlled by the ‘group’. 
The shares in question are, therefore, considered as controlled by the 
‘group’. 

15,400 


United Commercial Bank ...... 

The bank has intimated that these shares were held by them on 
behalf of Manju Shree Charity Trust—a trust controlled by the ‘group’. 
The shares in question are, therefore, considered as controlled by the 
‘group’. 

10,850 


7,400 

(7-3%) 
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4. Percentage of voting power contolled by the ‘group’ (3(b) plus 3 (c) plus 
3 (d)) with referance to item 2 above. 


51-4% 


5. Remarks 

(i) The total investment as on 31-3-71 came to Rs. 283-88 lakhs. Out of this Rs. 49,382 
were invested in Government Securities. Taking into account investment in M/s, Zuari Agro Chemi¬ 
cals Ltd. (a selected company) the entire investiments (excluding government securities) of Rs. 283 • 38 
lakhs were made in Birla Group of Companies. 

(ii) M/s. Shree Services & Trading Co. Ltd. an undertaking controlled by the ‘group’ was 
rendering taxation and liaison services to this company. 

(iii) The above share analysis excludes 10,500 shares held by Sh. B.N. Saboo—a trusted 
employee of the ‘group’ and trustee in Smt. Durgadevi Memorial Trust. If these shares are held on 
behalf of this trust wtuch is a controlled trust, the same would be includible under item 3(d) above. 

(iv) Three Directors of this company are members of the ‘group’. The fourth Director Shri 
M.D. Dalmia is a trusted employee of the group as he is Executive President of M/s. Birla Cotton 
Spinning & Weaving Mills Ltd.—a controlled company. The fifth Director Shri B.P. Khaitan is 
closely associated with the group. Thus 5 of 8 Directors are members of the group and persons con¬ 
trolled by or associated with them. The Board of Directors is, therefore, dominated by the ‘group’. 

SUTLEJ COTTON MILLS SUPPLY AGENCY LIMITED 

1. Names of Directors 

(i) Shri D.P. Mandelia 

(ii) Shri B.L. Jajoo Executive President of Sutlej Cotton Mills Ltd. 

(iii) Shri T.M. Harkhawat 
(i\) Shri T.D. Lakhotia 

2. Total No. of equity shares & other shares canying voting rights 

50,000 equity shares of Rs. 10/- each. 

3. Analysis of shareholdings 

(a) L.I.C., Public financial Institutions, Nationalised Banks & 

Insurance Companies. 


United Commercial Bank, Bara Bazar, Calcutta ■ • • 660 

Bank of Baroda. 100 


760 (1-5%) 

{b) Members of the ^group'along with their relatives. 

Shri B.K. Birla. 198 

Shri M.P. Birla, G.D. Kothari & Sh. T.C. Saboo ... 285 

Smt. Sumangala Birla. 186 

Smt. Gopi Kumari Birla & Dr. Jhabarmal Misra • • • 3,411 

Shri Krishan Gopal Bishamber Lai Maheshwari • • • 500 

Shri Kamlesh Kumar Krishna Gopal Maheshwari & others • 1,105 

Shri D.P. Mandelia. 100 

Shri Bhagwati Parsad Mandelia. 565 

Shri Beni Parsad Maheshwari & Smt. Shanti B. Maheshwari • 1,500 


7,850 (15-7%) 

(c) Inter-corporate investments controlled by the 'group'. 

M/s. Sutlej Cotton Mills Ltd..3,488 

M/s. Industrial Trust Ltd..3,657 

M/s. J.C. Mills.3,821 
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M/s. Central India Industries Ltd..1,695 

M/s. Birla Cotton Spg. & Wvg. Mills Ltd.. 296 

M/s. Pilani Investment Coprn. Ltd..2,000 

M/s. Jaipur Finance Pvt. Ltd.. 600 

M/s. Zenith Distributors & Agents Ltd.. 180 

M/s. Jayshree Traders (P) Ltd..2,030 

M/s. Gwalior Commercial Co. Ltd. . 201 


17,968 (35-9%) 


{d) Shares controlled by the ‘group' although registered in the names 
of trusted employees!bankslregistered societies! trusts along with 
reasons indicating control. 

(i) Shri S.N. Gupta & S.S. Jajodia .1,590 

Shri S.N. Gupta is a trusted employee of the ‘group’ as would 

be seen from item (i) of Shekhawati General Traders Ltd. 

Shri Jajodia is the Secretary of Shekhavati General Traders 
Ltd.—a controlled company of the ‘group’. The slmres in 
question are held by these two persons on behalf of Hindustan 
Charity Trust which is a trust controlled by the ‘group’. In 
view of these considerations, these shares are considered as 
controlled by the ‘group’. 

(ii) SjShri Tara Chand Saboo & N.K. Kejriwal 120 

Shri Saboo is working as Advisor with Birla Consultants Pyt. 

Ltd.—a company contorlled by the ‘group’. He was earlier 
working as Special Advisor in Hindustan Aluminium and 
Senior President in Birla Jute Mills. The shares in question 
are held by him on behalf of Sewa Nidhi Trust—a trust control¬ 
led by the ‘group’. The shares in question are, therefore, consi¬ 
dered as controlled by the ‘group’. 

(iii) Sita Ram Bhandar ...••••• 2,025 

This is a registered society which is controlled by the ‘group’ 

and as such these shares are considered as controlled by the 
‘group’. 

(iv) Birla Institute of Technology & Science .... 2,249 

This Institute has been considered as controlled by the ‘group’. 

In view of this, the shareholding of the Institute are considered 
as controlled by the ‘group’. 


5,984 (11-9%) 

4. Percentage of voting power controlled by the‘group’(3(b) plus 3(c) 63-5 

plus 3(d) with reference to item 2 above 

5. Remarks 

In respect of its shareholdings in M/s. Hindustan Aluminium Corporation l td. (as on 7-6-71) 
the company had granted proxy in favour of Shri A.V. Birla. 

SUGAR AGENTS (P) LTD 

1. Names of Directors 

(i) Shri Durga Parsad Newar 

(ii) Shri Ram Somany 

2. Total Number of equity shares & other shares carrying voting rights. 

250 equity shares of Rs. 100 each. 
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Analysis of shareholdings 

(a) L.I.C., Public Financial Institutions, Nationalised Banks & In¬ 


surance Companies: Nil 

(b) Member of the ‘group’ along with their relatives. 

Shri Babulal Newar. 218 

(c) Inter-corporate investments controlled by the ‘group’ ■ ■ • Nil 

4. Percentage of voting power controlled by the ‘group’ [3(b) plus 3(c)] 

with referance to item 2 above. 87-2 


UNIVERSAL TRADING COMPANY LIMITED 

1. Names of Directors 

(i) Shri D.R. Marda .... (Executive in Birla Brothers (P) Ltd. which is 

a company closely controlled by the ‘group’. 
He is also a Trustee of Sarad Kumar Trust— 
a private trust controlled by the ‘group’). 

(ii) Shri Hari Ram Saboo • • (Vice President of National Engg. Industries 

Ltd. He is also a trustee in Woodland Trust— 
a private trust controlled by the ‘group’). 

(iii) Shri Madan Lai Modi 

2. Total Number of equity shares & other shares carrying voting rights 

2,000 equity shares of Rs. 10 each. 

3. Analysis of shareholdings: 

(a) L.I.C., Public Financial Institutions, Nationalised Banks & In¬ 


surance Companies. Nil 

(b) Members of the ‘group’ along with their relatives • • • Nil 

(c) Inter-corpoiate investments contioiled by the ‘group’. 

National Engg. Industries Ltd.. 800 

Gwalior Finance Corpn. Ltd.. 100 

Central India Industries Ltd.. 200 

Hindustan Discounting Company Ltd. ..... 200 

Bengal Rubber Company Limited.. 100 


1,400 (70%) 


4. Percentage of voting power controlled by the ‘group’ [3(b) plus 3(c) plus 

3 (d)] with reference to item 2 above. 70 

5. Remarks 

(i) Out of the total investment of Rs. 23-35 lacs as on 31-3-70 investment to the tune of 
Rs. 23-33 lacs were made in Birla Group of Companies. 

(ii) In respect of its shareholdings in M/s. Orient Paper Mills as on 30-10-71 and Hindustan 
Motors (as on 30-12-71) the company granted proxies in favour of S/Sh. S.K. Kejriwal (Asstt. Vice 
President, Orient Paper Mills) and Shri G.P. Birla respectively. 

(iii) The company had obtained unsecured loans from M/s. Rajasthan Industries Ltd. and 
the balance as on 31-3-70 stood at 13-12 lakhs. 









189 


ZENITH DISTRIBUTORS AND AGENTS LIMITED 

1. Name of Directors: 

(i) Shri G.C. Dhariwal • • • (Executive in Birla Bombay (P) Ltd. a company 

closely controlled by the ‘group’ and which 
prior to the abolition of the system of managing 
agency serving as Managing Agents/Secretary 
and Treasurer for several important Birla 
Group of Companies. He is the Secretary of 
Birla Institute of Scientific Research. He is 
also a trustee of Shri Krishna Bhandar Trust— 
a private trust controlled by the ‘group’). 

(ii) Shri R.K. Chhaochharia • • (President in M/s. Birla Jute Mfg. Co. Ltd. and 

M/s. Bally Jute Co. Ltd. He is also a trustee 
of Sewa Nidhi Trust—a trust controlled by the 
‘group’). 

(iii) Shri B.P. Goenka • • • (President of M/s. Kesoram Industries and 

Managing Director in Padmawati Raje Cotton 
Mills Ltd. and Aditya Investment (P) Ltd.). 


2. Total number of equity shares and other shares carrying voting rights: 

2,50,000 equity shares of Rs. 10 each. 

3. Analysis of shareholdings 


(c) 


L./.C., Public financial Institutions, Nationalised Banks & 
Insurance Companies. ....... 

Nil 

Members of the ‘group’ along with their relatives. 


Shri B.M. Birla. 

11,625 

Shri Rukmani Devi Birla ...... 

22,250 

Shri K. Kumar Birla. 

12,031 

Shri L.N. Birla. 

7,000 

Shri B.K. Birla. 

8,125 

Shri S. Kumar Birla • • • • ’ • 

10,313 

Shri Aditya Kumar Birla. 

5,156 

Smt. Manorma Devi Birla. 

1,250 

Smt. Sumangla Birla. 

1,250 

Shri G. Prasad (G.P. Birla). 

16,500 


95.500 (38-2%) 

Inter-corporate investments controlled by the ‘group’. 

M/s. Punjab Produce & Trading Co. Ltd. • • • • 

41,750 

M/s. Ujjain General Trading Society Ltd. .... 

2,500 

M/s. Sekhawati General Traders Ltd. .... 

10,875 

M/s. Gwalior Commercial Company Ltd. • • . • 

23,250 

M/s. J.C. Mills Limited . 

34,875 

M/s. East India Investment Co. Ltd. .... 

17,000 


1,30,250 (52%) 
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{d) Shares controlled by the ‘group' although registered in the names of 

trusted employeesibanksiregistered societies!trusts along with 
reasons indicating control. 

Shri A.L. Goenka and H.P. Singhi .12,000 

Shri A.L. Goenka is a paid Director in Birla Bros. (P) Ltd.—a 
closely held company of the ‘group’ which was piror to the abolition 
of the system of managing agency, acting as the Managing Agents/ 

Secretary and Treasurer of several important Birla Group of 
companies. He is also the Vice Chariman of Orient Paper Mills and 
Chief Executive of Indian Press Exchnage Ltd. He is also a trustee 
in Shree Krishan Bhandar Trust and Chandra Kanta Trust—both 
private trusts controlled by the ‘group’ and Mahadevi Birla Memo- 
ral Charity Trust—a trust controlled by the ‘group’. 

Shri H.P. Singhi is the President of Orient Paper Mills Ltd. He is 
also an Executive in Eastern India Services Ltd. He is a trustee 
in Chandra Kanta Trust—a private trust controlled by the ‘group’. 

The shares in question are held by both these persons on behalf of 
Chandra Kanta Trust—which as mentioned earlier is a private 
trust controlled by the ‘group’—and as such these shares are con¬ 
sidered as controlled by the ‘group’. 

Shri G.D. Kothari and T.C. Saboo .... 12,124 

Shri G.D. Kothari is sister’s son of Shri G.D. Birla. Shri T.C. Saboo 
is the Advisor in Birla Consultant Pvt. Ltd. company controlled by 
the ‘group’. He was also earlier serving as Special Adviser in 
Hindustan Aluminium and as Senior President m M/s. Birla Jute 
Mfg. Co. Ltd. He is a trustee in Sewa Nidhi Trust—a turst con¬ 
trolled by the ‘group’. The shares in question are held by these 
persons on behalf of Sewa Nidhi Trust and are considered as con¬ 
trolled by the ‘group’. 


24,124 (9-6%) 


4. Percentage of voting power controlled by the ‘group’ [3(b) plus 3(c) plus 

3(d)] with reference to item 2 above. 9.99 

5. Remarks 

(i) This company was formerly acting as Managing Agents of M/s. Nilgiri Plantations 
Limited, M/s. Rameshwara Jute Mills Ltd. and Soorah Jute Mills Ltd. It was also acting as Secretary 
and Treasurer of M/s. Western Bengal Coal Fields Ltd. 

The investments of the company as on 31-3-71 came to Rs. 9-83 lakhs which were all in Birla 
Group of Companies. 


Annexube E-2 
Relatives of Shri G.D. Birla 


Father . 

• Raja Baldevdas 

Wife ..... 

• Smt. Mahadevi (Wife) 

Sisters . 

• Bai Bhagwani Devi Mohta 

Bai Jai Devi Kothari 

Bai Kamla Devi Mantri 

Sisters’ husbands . • . • 

• Sri Krishna Gopal Mohta (wife) Bai Bhagwani Devi 
Sri M.D. Kothari (wife) Jai Devi Kothari 

Sri Moolchand Montri (wife) Bai Kamla Devi 

Brothers . 

• Shri J.K. Birla 

Shri R.D. Birla 

Shri B.M. Birla 
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Brothers’ Wives 

Sons 

Sons’ wives • 

Sons' sons I daughters 


Daughters . . . • 

Daughters’ husbands 
Daughters’ sons 

Daughters’ sons’ wives 

Daughters’ daughters 
Daughters’ daughters’ husbands 

Father . . . . 

Wife . . . . 

Sisters ... 

Sisters’ husbands’ 


• Smt. Jhanwari Devi w/o Shri J.K. Birla 
Smt. Sharda Devi w/o Shri R.D. Birla 
Smt. Rukmani Devi w/o Shii B.M. Birla 

• Shri L.N. Birla 
Shri K.K. Birla 
Shri B.K. Birla 

• Smt. Sushila Devi w/o Sh. L.N. Birla 
Smt. Manorama Devi w/o Sh. K.K. Birla 
Smt. Sarla Devi w/o Sh. B.K. Birla 

• Shri S.K. Birla (wife—Sumangala Devi) 

Smt. Usha Devi Poddar (Husband—Lalit Kr. Poddar) 

Bai Snehlata B. Maheshwari (husband—B.L. 

Maheshari) 

Smt. Nandini Nopanay (husband—Bimla Kr. Nopany) 
Bai Jyotsna Poddar (husband Lalit Kr. Poddar) 

Shri Aditya Vikram Birla (Wife Rajshree) 

Smt. Jayashree 
Smt. Manjushree 

• • Smt. Anusuya Devi Taparia 

Smt. Chandrakala Devi Daga 
Smt. Shanti K. Maheswari 

• Mr. Harendra Singhka Tapuria (wife Anusuya) 

Mr. K.G. Maheshwari (Wife Shanti K. Maheshwari) 

• • Shri Bharat Kr. Tapuria (Wife Smt. Neerja) 

Shri P.K. Daga 

Shri Karolesh Kr. Maheshari 

• • Smt. Neerja 

Smt. Asha Devi Daga 

Smt. Kamlesh Kr. Maheshwari 

• Smt. Manjula Muchhal (D/o. Smt. Anusuya) 

Smt. Uma Devi Jhawar (D/o. Smt. Chandrakala). 

• • Shri Raja Ram Muchhal (Wife Smt. Manjula Muchhal) 

Shri Basant Kr. Jhawar (Wife Smt. Uma Devi Jhawar). 

Annexure E-3 

Relatives of Shri R.D. Birla 

• Shri Raja Baldevdas 

• Smt. Sharda Devi 

• Bai Bhagwani Devi Mohta 
Bai Jai Devi Kothari 

Bai Kamla Devi Mantri 

• * Shri Kishangopal Mohta 

Shri M.D. Kothari 
Shri Moolchand Mantri 

• Shri G.D. Birla 
Shri B.M. Birla 
Shri J.K. Birla 


Brothers 
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Brothers' Wives 


Sons 


Sons’ wives 


Sons’ sons I daughters & their wives! husbands 


Daughters 


Daughters’ Husbands 


Daughters’ sons & their wives 


Daughters’ Daughters and their husbands 


Smt. Maha Devi 
Smt. Rukmani Devi 
Smt. Jhawari Devi 

Shri Madhavprasad (R.D. Mahadev-old name) 

Shri Gajanand Birla 
Smt. Sumitra Devi 
Smt. Priyambada Devi 
Smt. Gopikumari 

Shri Ashok Vardan Birla (wife Smt. Sunanda Devi 
Birla) 

Bai Asha Lata Mohta 
Smt. Laxmi Devi Newar 
Smt. Savitri Devi Thirani 
Smt. Radha Devi Mohta 
Shri B.L. Newar 
Shri K.L. Thirani 
Shri B.R. Mohta 

Shri Ajay Kumar Newar (Wife Smt, Manju Newar) 
Shri Arvind Kumar Newar (wife Smt. Sheela Newar) 
Shri S.K. Thirani (wife Smt. Sushila Thirani) 

Shri V.K. Thirani (wife Smt. Veena Devi Thirani) 

Shri S.K. Mohta 
Smt. Indu Devi Tapuriah 


Father 

Wife 

Sisters 


Sisters’ husbands 


Brothers 


Brothers’ wives 


Annex ORE E-4 
Relatives of Shri B.M. Birla 
• • Shii Raja Baldev Das Birla 

• Smt. Rukmani Devi Birla 

• Bai Bhagwani Devi Mohta 
Bai Jai Devi Kothari 

Bai Kamala Devi Mantri 

• Shri Kishan Gopal Mohta 
Shri M.D. Kothari 

Shri Moolchand Mantri 

• Shri G.D. Birla 
Shri R.D. Birla 
ShriJ.K. Birla 

• Smt. Maha Devi 
Smt. Sharda Devi 
Smt. Jahwari Devi 


Sons . 

Son’s wife . 

Sons’ sons!daughters and their wivesjhusband 


Daugthers 
Daughters’ husband 
Daughters’ sonsjdaughters , 

Daughters’ Son’s wife 


Shri G.P. Birla 
Smt. Nirmala Devi Birla 
Shri Chandrakant Birla 
Shri Ranjan Kumar Poddar 
Smt. Chandralekha Poddar 
Smt. Ganga Devi Somany 
Shri O.M. Somany 
Shri Vikram Somany 
Kumari Malti Somany 
Smt. Anjalika Somany 
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Annexure E-5 

List of subsidiaries of companies controlled by the “group" 


S. No. 


Name of Subsidiary Company Name of undertaking Controlled by the 

‘group’ 


1. M/s. Atlas Iron and Alloys Ltd. 

2. M/s. Express Dairy Co. Ltd. • 

3. M/s. Gwalior Commercial Co. Ltd. • 

4. M/s. Industrial Trust Ltd. 

5. M/s. Nilgiri Plantations Ltd. • 

6. M/s. Produce & Share Brokers Ltd. 

7. M/s. Ratnakar Shipping Co. • 

8. M/s. Ujjain Gen. Trading Society Limited- 

9. M/s. Universal Bearing Co. (Jaipur) Limited 


M/s. Pilani Investment Corpn. Limited. 
M/s. Gwalior Webbing Co. Limited. 

M/s. Indore Exporting & Importing Co. 
Ltd. 

M/s Indore Exporting & Importing Co. 
Ltd. 

M/s. Jayant Investment Corpn. (P) Ltd. 

M/s. Rajasthan Industries Limited. 

M/s. Sutlej Cotton Mills Limited. 

M/s. Central India General Agents Limited. 
M;S. National Engg. Industries Limited. 


Annexure F 

List of trusts & societies from whom information has been called for 

Name of the Trust Address 


1. 

Matri Seva Sadan Charity Trust 

. 

Industry House, 159, Churchgate, Recla¬ 
mation, Bombay-20. 

2. 

Sumangala Birla Trust • 


3/1, Raja Santosh Road, Calcutta. 

3. 

Raja Baldeodas Birla Santat'kosh 


Pilani (Rajasthan). 

4. 

Jaya Shree Charity Trust 


15, India Exchange Place, Calcutta-1. 

5. 

Birla Education Trust • 


Pilani (Rajasthan). 

6. 

Vishwa Mangal Trust 


C/o. Shri S.N. Gupta P-458, C.I.T. Scheme, 
47, Calcutta-29. 

7. 

Hindustan Charity Trust 


78, Syed Amir Ali Avenue, Calcutta-19. 

8. 

Lohia Charity Trust 


15, India Exchange Place, Calcutta-1. 

9. 

Mahadevi Birla memorial Charity Trust • 

C/o. Shri S.N. Gupta, P-458, C.I.T. Scheme 
47, Calcutta-29. 

10. 

Manjushree Charity Trust 

. 

15, India Exchange Place, Calcutta-1. 

11. 

Birla Charity Trust 

. 

15, India Exchange Place, Calcutta-1. 

12. 

Kumari Sujata Birla Trust 

• 

Industry House, 159, Churchgate Recla¬ 
mation, Bombay-20. 

13. 

Ashok Birla Family Trust 

. 

Industry House, 159, Churchgate Recla¬ 
mation, Bombay-20 

14. 

Smt. Durga Devi Memorial Trust 


3/1, Raja Santosh Road, Calcutta-27. 

15. 

Bharat Seva Nidhi 

. 

8, India Exchange Place, Calcutta-1. 

16. 

All India Hmdu (Arya) Dharma 
Trust 

Sewa Sangh 

Arya Niwas, 1, Doctor’s Lane, New Delhi-1 
1. 

17. 

Chandrakant Trust 


C/o. Shri P.C. Agarwal, 233, Lower Cir¬ 
cular, Road, Calcutta-20. 

18. 

Shree Krishna Bhandar Trust 

• 

C/o Shri S.N. Gupta, P-458, C.I.T. Scheme- 
47, Calcutta-29. 

19. 

Chandralekha Trust 

• 

C/o Shri P.C. Agarwal, 233, Lower Circular 
Road, Calcutta-20. 

20. 

Pilani Charity Trust 

. 

Pilani (Rajasthan). 
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Ankexure F— Contd. 


Name of Trust 

21. Sewa Nidhi Trust 

22. Vikram Samity Trust 

23. Krishna Kamal Charity Trust 

24. Birla Industries Group Charity Trust 9 

25. Aditya Vikram Birla Family Trust • 

26. Kumaramangalam Birla Trust 

27. Raja Baldevdas Birla Charity Trust • 

28. Shree Sitaram Bhandar • 

29. Gopikoer Trust Fund 

30. Shree Krishnarpan Charity Trust 

31. Rani Chhogidevi Birla Trust • 

32. Pilani Foundation 

33. Sashikant Trust .... 

34. Arya Dharma Sewa Sangh 

35. Woodland Trust • 

36. Vishnu Bhandar (1962) Trust • 

37. Bharat Arogya Mandir • 

38. Yashovardhan Birla Trust 

39. Harijan Sewak Sangh 

40. Govind Pd. Birla Benefit Trust 

41. Birla Sanskrit! Trust 

42. Sukriti Trust • • . . . 

43. Kothari Charity Trust 

44. Bombay Hospital Trust • 

45 . Adarsh Mahila Shikasha Paratisthan 

46. Birla Jankalyan Trust 

47. Shree Ram Bhandar Trust 

48. Kothari Foundation 

49. Birla Academy of Arts & Culture • 

50. Sharad Kumar Trust 

51. Birla Sanskrit Mahavidyala Trust • 

52. Laxmi Niwas Birla Trust 

53. Birla Institute of Technology & Science 


Address 

3/1, Raja Santosh Road, Calcutta-27. 
12/1, Judges Court Road, Calcutta-27. 

C/o Shii B.N. Birla, Basant Bihar, 19, 
Gurusaday Road, Calcutta-19. 

159, Churchgate Reclamation, Bombay-20. 
108-109, Southern, Avenue, Calcutta-29 
108-109, Southern Avenue, Calcutta-29 
159, Churchgate Reclamation, Bombay-20. 

1, Doctor’s Lane, New Delhi-1. 

159, Churchgate Reclamation, Bombay-20. 
6/C, Short Street, Calcutta-16. 

15, India Exchange Place, Calcutta. 

14, Radha Bazar Lane, Calcutta-1. 

15, India Exchange place, Calcutta. 

I, Doctor’s Lane, New Delhi-1. 

C/o Shri M.M. Mishra, 233, Lower 
Circular Road, Calcutta-20. 

C/o Shri M.M. Mishra, 233, Lower 
Circular Road, Calcutta-20. 

C/o Shri B.P. Goenka, 16/1, Lord Road> 
Calcutta-16. 

159, Churchgate Reclamation, Bombay-20 
Kingsway Camp, Delhi-9. 

P.O. Birla Nagar, Gwalior (M.P.). 

231, Lower Circular Road, Calcutta. 

3/1, Raja Santosh Road, Calcutta. 

8, Indian Exchange Place, Calcutta-1. 

12, New Marine Lines, Bombay. 

9, Jagmohan Mallick Lane, Calcutta. 

C/o Modem School for Girls, 78, Syed 
Amir Ali Avenue, Calcutta. 

8/9, Alipore Road, Calcutta. 

8, India Exchange Place, Calcutta. 

Shri B.C. Biyani, Hony, Trust Secretary* 
108-109, Southern Avenue, Calcutta-29- 

J. P. Chhocharia, 21A Ballygunj Place. 

Calcutta-19. 

231, Lower Circular Road, Calcutta-19. 

Smt. Sumangla Birla, 3/1, Raja Santosh 
Road, Calcutta-27. 

Pilani (Rajasthan). 
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No. 1 (1)/Enq/71 1C. 

Annexure‘G’ 

Travancore House, Kasturba Gandhi Marg 

Dated; 1972 

Subject: Enquiry under Section 21 (3) (b) of the Monopolies and Restrictive Trade Practices 
Act, 1969 in the case of Kesoram Industries & Cotton Mills Ltd. 

Dear Sir, 

In connection with the above enquiry, 1 am to request you to kind let me know if your insti¬ 
tution is being run by any trust and if so, the following information relating to the Trust may please 
be furnished to this commission on or before 25th February, 1972. 

(i) Date of constitution of the Trust; 

(ii) A copy of the Trust Deed; 

(iii) Names of the Trustes during the last three years; 

(iv) Copies of the Income and Expenditure Accounts and Balance sheet of the Trust for the 
last three years. 

(v) Details of the investments made by the Trust during the last three years. If the invest¬ 
ments are in the form of shares, the names of the company, the number of shares purcha¬ 
sed and the amount invested may please be indicated ; in case surplus funds have been 
deposited in the private/public companies and/or firms, the names of the concerns with 
whom the deposits have been made along with the amounts of deposits outstanding as 
on the last date of the accounting year during the last three years, may please be 
furnished. 

(vi) Details of the investments (in the form of shares and/or deposits) held by the Trust at 
present and during the preceding three years. 

(vii) Details of donations tabove Rs. 10,000/-) in cash or in the form of shares received by the 
Trust during the last five years from the members of the Birla Group as per the Industrial 
Licensing Policy Inquiry Committee’s Report, and from members of the settler’s family. 

Yours faithfully, 

Director of Investigation 



Statement analysing control in Private Trusts 
LIST OF PRIVATE TRUSTS 
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. The trust made investments 
of Rs. 32,000 in 320 Prefe¬ 
rence shares of M/s. Gwalior 
Rayon Silk Mfg. Co. Ltd., 
during the last 5 years. 
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Central India Industries Ltd. 

. The trust had given loan to 
M/s. Hindustan Discounting 
company Ltd.—Balance as 
on 31-3-71—Rs. 73,099.91. 



200 


52 4J 4J OJ 

4J ts h Tf 
p ^ o’** 

-g’Sl 
«« 2 S • 'd 

•a a 

I'S S.H m2 

CQ O O S ;a 05 

U e 'SbSjS 

sa-g 

. a a i3 a 

^gilw6 


o a-a 
^ 3 a 
ts 2-S 

13.b 2 

la ^ 

UTf 2 
jd -a 
■*-» w 

.* ■ 

^ a, 

°'^-a « 

ss^au 

a ” 

^ (m £ 
W O O ®1 


i) b'-” —< 

«.-0. o 
.«m M** 
S.SON 

S Ob 5'^ 

■S M g,’^'? 
2 Jrt 

o-SO^ g 

F.S oS* 


^ t 

<1> ^ ^ 

g ao 
« 3.a 
-* o *-• 

ct ll 

.««t§ 

S-B 

s'si 

O 8^ 

«J'x> 

‘C &’3 
.ego 
(zi S ^ 


iSa 

i^'-ai: 

2 ■B 

2 9 

•^wl 
«' 2 
B3 4> g 

bj b ,9 
■“ BU 


i-d '3^. 

o>S- 

o §i8 


^.§p2 


fl‘s.2 ■ 
^ w g 

2.a o 

3 a X)' 

r9 S? 
t/5 Oi es ' 


a 

.a ** +s o 

.a <4-, 


0.2'^ 4-f^ 

S I 

c3 § 05 5 S 

^u5:2a 


i . -2.^ 

^s->* Is 

rt^ 

. P-» «J . 

Pe a g S 
rtWQcgQ 


>9 “JO...- 

tzi«K«'"Q £ot 


o _• 

I i§ 

OQ m CO Q 2 CO (3 

<s 


« §vi« 

J3 fJi .i3 

OOffi Wffl 


s U. -g '-S .B 
b 0, s ■.= 'a 2 
3 ■§ g « ® 

**^ 3 e ^ c« 

,<a 43 ^ . >S . S 
Co CO 0 ? —( 1 < <s -o 


•a =y 

_a o - 
.2 ?> i2 S § 
®-C g® 32 
^^•§-g>: |:a 

■a«'§.8< u. u 

o 43 § ® 43 a a 

cowO^Qw’S^S 


^ P 
§ H 'O 
g ^ tn 

P.ii 00 

Wmc:- 


a 

c« 

Ut 

^ -w 

rs trO 

^ _U QO 

eo H ^ 
fn 

•3 ."5 00 

<PQO 



201 


C 

o 

O 


O 

X 

u 

Z 

I 


CO 


<S 




gl’S 12 . 

I Is 

^ ^ J §0'^ 

.S_g «0 ' 

“ -S t£P 3 S 

.!S «-3 !s 5 S 


o 




t/3 

o 




^ £P 


•a ”3 -w 

S t/3 ^ J2 ; <u 

^ <*-< ^ 

Ph O O PQ i-^ 


. CO 

^ JL 

cO 



p, 

^ p 

“ . 

Q 2 fta° 
85 g^ti 
>W' J5 »9-4 

<N 2 U C O'! 

fS 


•a aV a.i 

2 d u 
- U- w> 

c3 *P O .5 ^ 

P *0 ^-• 

.52 *0 > C ‘.s 
*Sn ^ 

—^ P 0*1 60 

’f»i:| ^ « 

H d tA 

S«- Q« 
“ -o W H 3 


VI 


n 


<D ' 

^ .d . I—I 

^•5 ><0*^ 

Q _ Sj 4) ., 

&l§2:i 


1 


CQ 

CO 


> Q'gS 

<j 30 a®:!, 

ja.is pj 

W3 m ai < 5/3 00 
^ <S rn 


d 

i3 M 

/t« ^ *d 

1 " S 

X pQ £>2 

.3 M 

• IS? Mn cj ^ 

"2 -a w • 5e 

J3 g •— J3 eg 

S'" g.d:b 
^-.;Qts03'"m 


t <L) . 

HH -W A 

° >2 u 

I lo .a 2 ^ 60..; 

c2 + llsS2 


a 

.a 


I 

*2 

/H 


CA 

2© 
H *7 

!- tS 

«Ci 


c«-< 

O 


«« 

® .iS "i -S 

» a ^ o 

O 

•S 4> «1 
S’ o’d B 

(S Q. > O 
•H d V tt; 

^ t2 . 

O O S > o 
S-g-'g a 

fv^ tr-i e._ V? f) 


^3 106 - 

<U o s o 

g's 

■2 I 

p 

•o <D y -s 

<-' ^ .d -d P 

do)*- 60.S 
5 ! d t/s 

^•g'SK 

fid J2 M ♦ Q 
M P 


P O 


O. 

6 


O o 


o 

CO 



ert 'h ST *-■ 

> n 6 

CO U s CO CO 

ri 


00 


o 
c 

^ ^ c 


^ s 

w’d m ^ ‘Sd 


o 


Cli 

r- d 00 -a >-'. 

.. d • d d’ 
wS^wizii 


-di 2 




o 

• 10 ^ 

rJ ’ 


r^ . 2 Tl 

a s'" 2m'" 2m 

CQ <4M I ^1 

. >5 O I O 1 15 . 

gm;^ sm 

t!ecWojsMo.d 


+' 

6 ® 


d 




j-aSd'y®” ’-'■^ 
43 --.a •? S r°^ a r°i £■ 

Swv^wP^hhDw'^wPPWw 




*- 
a Vi 

^ 2 

(/3 H 


(a) Sh. D.R. Marda—^Please 
see details in (1) of Annex- 
ure ‘E’ regarding M/s. 
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(a) Shri G.D. Thirani—Please 
see details given in 3(d) 
of Annexure ‘E’ regarding 
Central India Industries 
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Annexure “I” 

Analysis sheets of public trusts and registered societies controlled by the ‘Group'. 

Index 


S. No. Name of the Public Trust/Reg. Society Pages 


1. All India Hindu (Arya) Dharam Seva Sang Trust.208 

2. Arya Dharam Seva Sangh. 210 

3. Birla Charity Trust.211 

4. Birla Academy of Art & Culture.212 

5. Birla Educations Trust. 213 

6 . Birla Institute of Technology & Science • • • • • • • • 214 

7. Birla Jan Kalyan Trust.218 

8 . Birla Sanskrit! Trust ..218 

9. Birla Sanskrit! Mahavidyala.219 

10. Durga Devi Memorial Trust.220 

11. Hindustan Charity Trust 221 

12. Hindustan Charity Trust 1959 . 222 

13. Jayashree Charity Trust 223 

14. Shree Krishnarppan Charity Trust 224 

15. Mahadevi Birla Memorial Trust.224 

16. Manjushree Charity Trust.225 

17. Matri Seva Sadan Charity Trust.226 

18. Pilani Foundation • 227 

19. Raja Baldeo Das Birla Charitable Trust.228 

20. Rain Choggi Devi Birla Trust.228 

21. Shree Sitaram Bhandar.229 

22. Seva Nidhi Trust.230 

23. Sukriti Trust.231 

24. Vishwa Mangal Trust.232 


ALL INDIA HINDU (ARYA) DHARAM SEVA SANGH 

1. Date of Constitution The trust was constituted as a public charitable trust on 12-1-42. 
Subsequently, it was registered as a society under the Societies Registration Act 1860 on 11-3-59. 

2. First Executives 

(i) Shri Jugal Kishore Birla (Brother of Shri G.D. Birla) 

(ii) „ Madho Prasad Birla 

(iii) „ Krishna Kumar Birla 

(iv) „ Surajmal Mohta (Shri G.D. Birla’s sister’s son) 

(v) „ Bhagirath Mohta (Daughter’s husband of Sh. R.D. Birla) 

(vi) „ Daluram Rungta (Director in Birla Bros.—a controlled company and a tursted 

employee of the ‘group’ as would be seen from item (i) of Annexure ‘ET relating to 

M/s. Birla Bros. (P) Ltd. 

(vii) „ P.D. Himmat Singhka (closely associated with the ‘group’ as would be seen from 
Item (i) of Annexure ‘ET relating to M/s. Birla Cotton and Spinning Mills Ltd.) 
(viii) „ Seth Jaidayal Dalmia. 

(ix) „ Goswami Ganesh Datt (Religious Preacher C/o Sanatan Dharma Sabha, Laxmi 

Narian Temple Trust, New Delhi). 

(x) „ Padmapat Singhania 

(xi) „ K.M. Munshi 
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3. Present Trustees (1971) 

(i) Sliri Laxmi Niwas Birla, S/o Shri G.D. Birla 


(ii) 

J5 

Madho Prasad Birla 

(iii) 


Krishan Kumar Birla 

(iv) 

>5 

Surajmal Mohta 

(V) 


Daluram Rungra 

(Vi) 


Parbhudayal Himmat Singhka 

(vii) 

>> 

Jaidayal Dalmia 

(viii) 

J3 

Gopal Krishna Singhania 

(ix) 

33 

Murlidhar Dalmia 

(X) 

35 

Shreedhar Vaidya 

(xi) 

38 

Viyogi Hari 


4. Special features of the trust deed 

Clause 14—“The said Jugal Kishore Birla, Jaidayal Dalmia and Sir Padamapat Singhania 
shall unless they voluntarily resign continue to be Trustees during their respective lives and each of 
them shall have the power to nominate a person from amongst the major male descendant of Raja 
Baldeodas Birla, Sethi Harjimal Dalmia and Seth Kamalapat Singhania respectively to act as Trustees 
in his place on his death, resignation or retirement for any reason whatsoever from the said Trust 
and the persons nominated as Trustees as aforesaid upon becoming a Trustee and their successors in 
office shall each have like power to nominate their respective successors in office or otherwise as the 
persons respectively appointing them are subject to or have under these presents the intention being 
that the said Trustees or their respective successors in office appointed in the manner aforesaid shall 
always be on the Board of Trustees and this shall continue for all times to come. In case of the 
death or retirement or resignation from the Trust of any of the said Jugal Kishore Birla, Jaidayal 
Dalmia and Sir Padampat Singhania or any of their respective successors in office without having 
appointed any person to act as Trustee in place vacated by them then the vacancy so caused shall be 
filled up as hereinafter mentioned : 

(1) In case of the said Jugal Kishore Birla or of any successors to the office of Trustee held 
by him all the major male descendants in the male line of Raja Baldeodas Birla shall in 
consonance with the rules, if any, framed for the purpose by the Trustees be entitled 
to appoint a person from amongst themselves to act as the Trustee.” 

(2) X X X 

(3) X X X 

Clause 15.(1)—“The said Surajmull Mohta shall be a Trustee for his life. On the death, resi¬ 
gnation or retirement from the office of Trustee held by the Surajmull Mohta or of any of his successors 
in office the major male descendants in the male line of Raja Baldeodas Birla and of Surajmull Mohta 
shall in consonance with the rules, if any, framed for thb purpose by the Trustees be entitled to appoint 
a person from amongst themselves to act as a Trustee. 

(2) The said Jugal Kishore Birla during his lifetime shall have the right to appoint any person 
to act as Trustee of these presents for a period of ten years at a time PROVIDED that the said Jugal 
Kishore Birla shall have the right to delegate the power of appointment hereby conferred to any 
person of his choice; on the death of Jugal Kishore Birla the said powers of appointment hereby 
conferred on him shall be exercised by the person for the time holding the office of Trustee as herein¬ 
before provided. In default of such person making any appointment within one month of the 
occurrence of the vacancy the persons mentioned in Clause 14(1) hereof shall in the manner indicated 
therein be entitled to appoint a Trustee in the vacancy. The Trustee appointed under this sub-clause 
shall held office for ten yeais.” 

Clause 16—“Any Trustee for the time being of these peresents who is a life Trustee with a 
right to nominate a successor will be entitled to nominate his successor by act inter vives or by will 
and such nomination will remain—in force until cancelled by such Trustee expressly or by necessary 
implication. Such Trustee shall have further right to nominate more than one person indicating his 
preference in such manner as he likes for example so and so to be Trustee, failing him so and so and 
failing him so and so on”. 
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5. Investment Pattern 

The trust invested Rs. 32,76 lakhs in companies as on 31-3-70 out of which investments of 
Rs. 21,36 lakhs were made in Birla Group of Companies. 

6. Proxies 

The society issued the following proxies ; 

I. Proxy in favour of Shri M.P. Birla, Chairman, Board of Directors of Birla Jute Manu¬ 
facturing Company in respect of Rs. 1,20,000 shares of this company for the sharehol¬ 
ders’ meeting held on 15-9-1971. 

II. Proxy in favour of Shri N.M. Biila (Vice President of Orient Paper Mills) and Shri S.K. 
Kejriwal, (Executive in Orient Paper Mills) in respect of 12,400 shares of the said com¬ 
pany for the shareholder’s meeting held on 30-10-1971. 

7. Conclusion 

Having regard to the above facts the Society is considered as controlled by the ‘group’. 

ARYA DHARMA SEWA SANGH 
(Regd. Society) 

Estd. 27-3-1942 

1. Settlor . Seth Jugal Kishore Birla 

2. First Trustees. Shri J.K. Birla 

(Signatories to the Memorandum of Associa- Shri M.P. Birla 

Shri K.K. Birla 
Shri G.P. Birla 

Goswami Gossain Ganesh Dutt 
(Representative of Pratinidhi Sanatan 
Dharma Sabha, Delhi) 

Shri Narian Dutt (President Arya Samaj Birla 
lines, Delhi) 

Shri Mul Chand Bagaria (Representative of 
Laxmi Narian Temple, New Delhi). 

3. Present Trustees (1971) .... shri L.N. Birla (S/o Shri G.D. Birla) 

Shri K.K. Birla 
Shri M.P. Birla 
Shri G.P. Birla 
Shri A.V. Birla 
Shri Baijnath 

Shri D.R. Rungta—a trusted employees of 

the ‘group’ as would be seen from item (1) 
of Annexure ‘El’ relating to M/s. Birla Bros. 
(P) Ltd. 

Shri R.D. Padia—an officer in Birla Gwalior 
(P) Ltd. a closely controlled company of the 
‘group’. 

Shri Narian Dutta Vaid. 

4. Special features of the Rules and Regulations 

Rule 4 ; “There shall always be three Trustees representing the family of Seth Jugal Kishore 
Birla hereinafter referred to as the settlor being descendants of Babu Sewa Narian Birla or if t^ee 
Trustees representing the said family be not willing or available to act as Trustees, there shall be 
raised three Trustees to be nominated by such members, if the number be raised to nine then instead 
of three such Trustees from the family of the settlor, four Trustees shall be nominated from the 
members of the Settlor’s family as aforesaid or shall be their nominees. 
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Rule 17 B—“The trustees shall be at liberty to sell, assign or transfer any property or asset of 
the trust for nominal or concessional consideration to Bombay Hospital that all the trustees have 
consented in writing to such a transfer.” 

5. DonatioBs Received 

In the years 1968 and 1969 donations to the extent of Rs. 1,13,000 and Rs. 75,000 respectively 
were received from Birla Group of Companies and/or Trusts controlled by the ‘group’. 

6 . Proxies Given 

The society issued proxies in favour : 

(a) Shri M.P. Birla in September 1971 in respect of 28,750 shares in Birla Jute Mfg. Co. Ltd. 

(b) Shri G.P. Birla in November, 1969 in respect of 1500 shares of Hindustan Motors Ltd. 

(c) Shri N.M. Birla (Vice President M/s. Orient Paper Mills) in October, 1971 in respect of 
4000 shares of M/s. Orient Paper Mills Limited. 

7. Conclusions 

Having regard to the above facts the society is considered as controlled by the ‘group’. 


(BIRLA CHARITY TRUST) 

{Established on 9-2-1920) 

1. Settlors • • • • • • .1. Shri Baldeo Das Birla 

2. Shri Jugal Kishore Birla 

3. Shri Raraeshwar Dass Birla 

4. Shri Ghanshyam Dass Birla 

(Joint family with Shri Baldeo Das Birla as 
Karta) 

2. First Trustees •••... Same as settlors 

3. Special features of the Trust Deed 

Clause-3 “That we are the first Trustees of the Trast 

Properties and that the said Brij Mohan Birla 
on attaining the age of majority shall (unless 
he refuses/or otherwise becomes incapable so 
to act) also be a Trustee with us, and the 
present and future Trustees or the Trustee for 
the time being of the Trust Properties shall be 
governed by the following provisions which 
will vind the Trust properties and each and 
every of them as covenants running with 
the land.” 

Clause-5 ••••... “That save as provided for in the last preceding 

clause (4) hereof on the death, retirement or 
becoming incapable to act, of any Trustee 
for the time being, his place shall ipso facto 
be taken by : (a) His eldest son, if otherwise 
capable of acting, and if such eldest son be 
incapable of acting or if he refused to act, 
his second son, and so on, or (b) His next of 
him capable of acting and willing to act, if 
he has or leaves no male issue capable of act¬ 
ing or willing to Act.” 

Clause-9 .“That the number of Trustees shall usually be 

four and if any time their number be reduced 
to less than three the surviving Trustees shall 
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have power to fill up the vacancy and in 
making such appointment, give preference to 
the persons next in line to the person or persons 
who has or have ceases to be a Trustee or 
Trustees.” 

5. Investments ...... Barring investments of Rs. 17,000 and 

Rs. 84,950 in other companies and Govern¬ 
ment Securities the entire investments of Rs. 
16.02 lakhs were made in the Birla Group of 
Companies. 

6 . Donations Donation of Rs. 30,000 received from Birla 

Bros. (P) Ltd., a company closely controlled 
by the ‘group’ during 1969. 

7. Conclnsion Having regard to the above facts, the trust is 

considered as controlled by the ‘group’. 


BIRLA ACADEMY OF ART & CULTURE 
(Established on 24-1-1962) 

1. Name of the Settlor ..... Shrimati Sarala Devi Birla Wife of Sh. Basant 

Kumar Birla. 

2. Name of first Trustees • • • > 1. Smt. Sarala Devi Birla 

(daughter-in-law of Sh. G.D. Birla) 

2. Sh. B.K. Birla 

3. Smt. Asha Devi Mohatta 
(daughter- of Shri R.D. Birla) 

4. Sh. Har Kishore Kejriwal 

5. Shri Babulal Champaklal Biyani 

(He is a trusted employee of the ‘group’ as 
would be seen from item (i) of the Annexure 
‘El’ relating to M/s. Kamal Trading Co. Ltd. 


3. Name of the present Trustees : 

(a) Original .1. Smt. Sarala Devi Birla 

2. Shri B.K. Birla 

3. Smt. Asha Devi Mohatta 

4. Shri Har Kishore Kejriwal 

5. Shri Babu Lai Champaklal Biyani 

(b) Additional .1. Smt. Asha Devi Daga, Daughter’s son’s 

wife of Shri G.D. Birla 

2. Shri Shanti Lai Thar (Director in M/s. 
Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

3. Shri H.P. Barat 


4. Special features of Trust Deed 

Clause-S .“(i) The Trustees appointed by these presents 

will be for life. 

(ii) The Trustees for the time being will be at 
liberty to appoint additional trustees within the 
number mentioned above for such period or 
on such terms as to retirement and re-appoint¬ 
ment as the Trustees for the time being con¬ 
sider proper. 
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(iii) If any Trustees dies, retires, becomes unfit 
or incapable to act, the continuing or surviving 
Trustee or Trustees will be competent to appoint 
a Trustee in the place of the Trustee so dying, 
retiring or becoming unfit or incapable to act 
either for life or otherwise as aforesaid”. 

Out of the first 5 Trustees 3 were either members of the ‘group’ of their relatives and the fourth 
one is a trusted employee of the ‘group’. The additional trustees have been appointed by the first 
trustees. 

5. Investment Pattern 

Barring investments of Rs. 56,307 all other investments totalling Rs. 42.59 lakhs were as, 
on 31-3-71, in the Birla Group of Companies. 

6 . Donations 

The company had received Rs. 8 lakhs, Rs. 0.75 lakhs and Rs. 4.50 lakhs as donations from the 
Birla Group of Companies during the years ending on 31-12-69, 31-12-70 and 31-12-71 respectively. 

7. Proxies issued 

Proxies were issued this Trust in favour of Svs. G.D. Birla, A.V. Birla and R.S. Adhukia in 
respect of 27,112 equity shares held by the trust in M/s. Hindustan Aluminium for the shareholders’ 
meeting held on 5-6-1970. Proxies were also issued by this Trust in favour of Svs. S.K. Kejriwal 
and D.P, Tulsian, Senior Executives of M/s. Orient Paper Mills, in respect of 11,200 shares of Orient 
Paper Mills Co. Ltd. for the shareholders meeting held on 30th October, 1971. 

8 . Conclusion 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 

BIRLA EDUCATION TRUST 
(Established on 23-2-29) 

1. Settlor.M/s. Raja Baldeodas Jugal Kishore (Firm) 

2. Original Trustees.1. Shri Rameshwardas Birla 

2. Shri Ghansyam Das Birla 

3. Shri Jamunalal Bajaj 

4. Shri Srikissen Jaju 

5. Shri Prabhudayal Himmatsinghka 

3. Trustees during the last five years • • 1. Sri G.D. Birla 

2. Sri L.N. Birla (S/o Sh. G.D. Birla) 

3. Sri M.P. Birla 

4. Sri K.K. Birla 

5. Sri B.K. Biila 

6 . Sri P.D. Himmat Singhka, Closely associated 
with the group as would be seen from item (1) 
of Annexure ‘E’ relating to M/s. Birla Cotton 
Spinning & Wvg. Mills Ltd. 

7. Sri B.P. Khaitan (from 10-1-68)— He is 
closely associated with the group as would 
be seen from details given in Annexure 
‘E’ to M/s. Birla Consultants (P) Limited. 

8 . Sri S.N. Sinha 

9. Late Sri K.M. Munshi (upto 8-2-1971) 
(No longer Trustee) 


15—7 M of LJ & CA/ND/79 
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4. Special features of the (modified) Trust deed dated 10-11-36 

Clause-3 —“One of the Trustee representing the Birla family shall be elected by the Trustees 
as the President of the Board of Trustees of the Birla Education Trust and he shall preside at all 
meetings of the Trustees. He shall continue to hold office till he resigns when another Trustees of 
the said family may be elected in his place. He may nominate any other Trustee member of the 
Birla family or any other Trustee to act on his behalf during his absence from the country”. 

Clause-1 —^“Questions arising at any meeting shall be decided by a majority of votes and in 
case of an equality of votes the President shall have a second and casting vote”. 

5. Investment Pattern 

Total investment as on 31-3-71 were Rs. 158-08 lakhs out of which Rs. 114-80 lakhs were in 
the Birla Goup of Companies. Further investments of Rs. 18 lakhs were in Zuari Agro Chemicals 
Ltd. believed to be a company controlled by the group. 

6. Donations 

The trust received donations of Rs. 16 and Rs. 4 lakhs respectively in 1970 from M/s. J.C. Mills 
Ltd. and M/s. Pilani Investment Corpn. Ltd. companies controlled by the group. Further they 
received donations of Rs. 22-83 lakhs during the year ended 31-3-71. 

7. Conclusion 

Having regard to the above facts the trust is considered as controlled by the “group”. 

BIRLA INSTITUTE OF TECHNOLOGY AND SCIENCE 
{Society registered under the Rajasthan Societies Registration Act, 1958 on 13th May, 1964) 

1. Names of promotors of Society 

1. Shri L.N. Birla S/o Shri G.D. Birla 

2. Shri M.P. Birla 

3. Shri K.K. Birla 

4. Shri B.K. Birla 

5. Shri P.D. Himmatsinghka 

(Closely associated with the group as would be seen from item No. (1) of Annexure ‘E’ 
relating to M/s. Birla Cotton Spinning & Wvg. Mills Ltd.) 

6 . Shri S.N. Sinha, Land-Holder & Minister. 

7. Shri Triguna Sen, Educationist. 

The Society was thus got registered by 7 persons out of whom 4 were relatives of the ‘group ’ 
and the fifth one viz., Shri P.D. Himmatsinghka was closely associated with the group. 

2. Special Features 

1. On the incorporation of the Institute as per Article 28 of its Memorandum of Association 
the institutions known as (i) Birla College of Science, Commerce and Pharmacy (ii) Birla College of 
Arts and (iii) Birla College of Engineering, situated at Pilani and being administered by the Birla 
Education Trust, ceased to exist as separate entities and, as agreed to by the said Trust, became part 
of the Institute and all properties movable and immovable, together with the respective education 
facilities, hostels, staff quarters and play-grounds then enjoyed by these institutions, vested in the 
institute.' Thus, the three main institutions which were being run by the Birla Education Trust which 
has been held to be a Trust controlled by Birlas were vested in the Institute after its incorporation. 

2. According to Rule 7 of the Institute (i) General Body of the Institute, (ii) Board of Gover¬ 
nors and (iii) Senate shall be the authorities of the Institute. The General Body at present includes 
the following:— 

1. Shri G.D. Birla—Chairman 

2. Shri L.N. Birla 

3. Shri M.P. Birla 

4. Shri K.K. Birla 



215 


5. Shri B.K. Birla 

6 . Shri D.P. Mandelia 

7. Shri P.D. Himmatsinghka 
(Closely associate with the group) 

8 . Shri I.H. Parekh (President, Gwalior Rayon Silk Mfg. and (Wvg.) Company Ltd.) 

9. Shri Murlidhar Dalmia (Executive President—Birla Cotton Spinning & Wvg. Mills Ltd., 
Executive Officer TEXMACO and Managing Director of the Eastern Economist Ltd. 
Also a trustee in Ail India Hindu (Arya) Dharma Sewa Sangh Trust a society controlled 
by the ‘group’) 

10. Shri S.P. Mandelia S/o Sh. D.P. Mandelia (President Century Spinning, Century Chemicals 
and General Manager of M/s. Century Rayon) 

11. Shri R.P. Poddar (President, Century Spinning and Weaving Mills) 

12. Shri S.S. Kothan (President—Hindustan Aluminium) 

13. S^i B.N. Saxena (Chief Resident Executive for Hindustan Aluminium, Centuiy Spin¬ 
ning, J.C. Mills and Gwalior Rayon) 

14. Shri R.A. Makharia (Deputy General Manager of J.C. Mills and Secretary of M/s. Pilani 
Investment Corporation Ltd.) 

15. Dr. Bharat Ram 

16. Prof. M.S. Thaker 

17. Shri C.L. Mehta 

18. Shri S.D. Pande 

19. Shri Kasturbhai Lalbhai 

20. Shri D.P. Goenka 

21. Shri H.V.R. Iyengar 

22. Shri H.P. Patel 

23. Dr. S.C. Jain 

24. Shri B.K. Sethi 

25. Shri S.N. Sinha 

26. Dr. P.S. Loknathan. 

The majority of members of either members of the group or trusted employees of Birla Group 
of Companies. 

(3) According to Rule 11 of the Institute, the Board of Governors of the Institute shall consist 
of 15 members as follows: 

Chairman 

Honorary Treasurer 
Director of the Institute 

One Dean of faculty by rotation from out of the Deans of Faculties of the Institute. 

Vice Chancellor of Rajasthan University 

One Nominee of All India Council for Technical Education. 

Three Nominees of Birla Education Trust, Pilani. 

Three Members to be selected by the General Body of the Institute. 

According to Rule 11(c) of the Institute, the first Chairman shall be Shri G.D. Birla who will 
serve for his life or until he desires to vacate the office. Shri M.P. Birla S/o Shri R.D. Birla is the 
Honorary Treasurer. Apart from them there are three nominees of the Birla Education Trust which 
is a trust controlled the ‘group’. Similarly, the Board has three members selected by the General 
Body which has, as mentioned earlier, majority of the members of the group and their trusted emplo¬ 
yees. 


(4) According to Regulation number 12 of the Institute, there shall be a Finance Committee 
which will consist of the following persons viz.. Chairman (ex-office who shall be the Chairman of 
the Committee; Honorary Treasurer, one person nominated by the Board, one person nominated 
by the Birla Education Trust, the Director and the Registrar. It would thus be seen that here also the 
‘group’ enjoys a dominant position. 
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(5) A scrutiny of the Income & Expenditure accounts of the Institute has been made for the 
years ending 31-3-1968 to 31-3-1972, and so far as the source of funds required for running the Institute 
is concerned, the position has been summarised in the enclosed Statement ‘A’. On a perusal of the 
statement it would be seen that the voluntary contribution (in cash as well as in the form of shares) 
from Birla Education Trust and Krishnarpan Charity Trust both controlled by the ‘group’ and/or 
contributions (including funds utilised for recurring expenditure out of contributions received for 
Scientific Research) from Birla Group of Companies constituted a major part of fact such contributions 
constituted 87-7, 85-3, 68-9 and 50 per cent of the total incomes of the Institute as per Income & 
Expenditure accounts for the years ended 31-3-1968, 31-3-1969, 31-3-1970 and 31-3-1971 respectively 
(vide statement ‘A’). 

(6) A scrutiny of 5 years’ accounts of the Institute has shown'that the actual contributions which 
were received for Scientific Research were very substantial and were all received from Birla Group 
of Companies (vide enclosed Statement ‘B’). These are, however, according to the procedure fol¬ 
lowed by the Institute not being credited in their entirely to the Income & Expenditure received for the 
relevant year. The Institute is crediting all such contributions to the “Contribution for Scientific 
Research Work” A/c and these are directly shown in the Balance-sheet. Thereafter, only a certain 
amount as is required for meeting recurring expenditure is credited to the Income & Expenditure 
Accounts for that year. 

(7) The Institute received large donations in shares also from Birla Education Trust as well as 
Krishnarpan Charity Trust, both controlled by the ‘group’. The Birla Education Trust donated 
shares of the value of Rs. 29-79 and Rs. 48-5 lakhs to the Institute during the years ended 31-3-1970 
and 31-3-1971 respectively. 

3. Proxies 

The Institute issued proxy in favour of— 

(a) Shri N.M. Birla (Vice-President—Orient Paper Mills) in respect of 93,863 shares of 
M/s. Orient Paper Mills in October, 1971; 

(b) Shri B.K. Birla in respect of 1,83,225 shares of M/s. Kesoram Industries in May, 
1971. 

4. Conclusion 

Having regard to the above facts and circumstances, it is considered that the Institute is 
being controlled both in respect of its management as well as its finances, by the ‘Group’. 


Statement ‘A’ 


Details of Income {Break-up) of The Birla Institute of Technology and Science^ Pilani 





(Rs. in 

lakhs) 


31-3-68 

For the 

31-3-69 

year ended 

31-3-70 

31-3-71 


1 

2 

3 

4 

I. Voluntary Contributions: 

(1) From Birla Education Trust • 

31-91 

16-00 

12-00 


(2) From Birla Group of Companies, Trusts & 
Societies Controlled by the ‘group’ as per 
(a)-t-(c) of Statement (B) • • • 

5-01 

33-42 

1-23 

0-40 

II. Utilised for recurring expenditure (as certified 
by manager) out of contributions received (vide 
Annexure ‘B’) for Societies Research (All con¬ 
tributions received from Birla Group of Com¬ 
panies) .. 

25-00’^ 

6-08* 

22-85* 

20-96* 

III. Dividend ••••••• 




3-70 





IM 






1 

2 

3 

4 

IV. Interest .... 


• 


0-04 

0-09 

2-95 

3-76 

V. Rents of Quarters & Bldgs. 




M7 

1-31 

1-43 

1-43 

VI. Fees realised 




5-65 

6-13 

9-89 

9-74 

VII. Hostels A/c ... 




1-83 

1-79 

1-79 

1-74 

VIII. Misc. Receipts etc. 




0-01 

0-25 

0-20 

1-17 

IX. Total .... 




70-62 

65-07 

52-34 

42-90 


Percentage of (I -f II) with reference to IX above. 


Note:— Donation in the form of shares in companies received by the BITS for the year ended 31-3-70 and 
31-3-71 amounted to Rs. 29.79 lakhs and Rs. 51.86 lakhs (representing book values only) respectively 
have been transferred to Endownment Fund A/c., and the shares held as investments. 

♦Transferred from Balance sheet. 


Statement ‘B’ 


Birla Institute of Technology and Science : Details of Contributions received 


For the year ended 

31-3-67 

31-3-68 

31-3-69 

31-3-70 

31-3-71 

I. Contributions for Scientific Res¬ 
earch .- 





(a) From Birla Group of 

Companies • - • 5,00,000 

25,00,000 

22,00,000 

59,50,000 

62,25,000 

(b) From others ... 



; • 


Total of I - • 5,(X),000 

25,00,000 

22,00,000 

59,50,000 

62,25,000 

II. Voluntary Contributions: 





(a) From Birla Group of Com¬ 
panies .... 

1,000 

30,00,000 



(b) From Birla Education Trust 

31,91,000 

16,00,000 

12,00,000 

. . 

(c) From Trust & Societies 

Controlled by the ‘group’ 31,94,000 

5,00,000 

3,39,000 

1,22,837 

40,000 

(d) From others ... 





Total of II • 31,94,000 

36,92,000 

49,42,000 

13,22,837 

40,000 

III. Donations in kind (shares) 





(From All Trusts controlled 
by the Group) • • 

.. 

.. 

.. 


(a) Birla Education Trust 

. . 

. . 

29,79,150 

50,12,888 

(b) Krishnarpan Charity 

Trust .... 

. . 



1,73,420 

Total of III • 



29,79,150 

51,86,308 

Grand Total I, II & III • 36,94,000 

61,92,000 

71,42,000 

1,02,51,987 

1,14,51,308 
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BIRLA JAN KALYAN TRUST 
(Established on 13-3-1964) 


1. Settlor 

Shri Jugal Kishore Birla 

2. Original Trustees 

1. Shri Brijmohan Birla 

2. Shri Madhav Prasad Birla 

3. Shri Krishna Kumar Birla 

4. Shri Girdhar Das Kothari, sister’s son of Shri G.D. Birla. 

3. Present Trustees 

(name as above) 

4. Special features of the Trust Deed 

Clause-5 

“The number of Trustees shall not be less than three and more than five (unless otherwise 
decided by the Trustees unanimously) provided that majority of the trustees for the time 
being shall be made descendents in the male line of Raja Baldeo Das Birla deceased and/or 
their wives. Only such persons as regards India as their mother land and Punyabhumi 
will be eligible for appointment as Trustees”. 

5. Investment pattern 

As on 31-3-1972, barring 11 shares of M/s. Mackenzies Ltd., the entire investments of the 
Trust were in shares of Birla Group of Companies. 

6. Conclusion 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 

BIRLA SANSKRITI TRUST 
(Date of constitution 4-5-1957) 


1. Settlors 

1. Shri Madhav Prasad Birla 

2. Shri Krishna Kumar Birla 

3. Shri Basant Kumar Birla 

2. Original Trustees 

(Settlor trustees) 

1. Shri Madhav Prasad Birla 

2. Shri Krishna Kumar Birla 

3. Shri Basant Kumar Birla 

3. Trustees during the last three years 

1. Shri M.P. Birla 

2. Shri K.K. Birla 

3. Shri B.K. Birla 

4. Shri G.D. Kothari (sister’s son of Shri G.D. Birla) 

5. Shri B.P. Himmatsinghka 

6 . Shri T.D. Kanoria 
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4. Special features of the trust deed 

Clause 3 III: 

“Shri Madhav Prasad Birla, Shri Krishna Kumar Birla and Shri Basant Kumar Birla and 
their successors and their successors’ successors and so on shall be the Settlor Trustees. 
All other Trustees shall be called Additional or Ordinary Trustees. All the Trustees, 
Settlor and Additional shall collectively be called the Trustees or the ‘Board of Trustees’] 

Clause 3 IV: 

“The Settlor Trustees shall hold office during their respective life times unless they voluntarily 
resign”. 

Clause 3 V: 

“Each of the Settlor Trustees shall have the power to nominate or appoint in writing a person 
as his successor to act a Settlor Trustee in his place on his death, resignation or retirement 
for any reason whatsoever from the Tiust. The persons so appointed or nominated by 
the Settlor Trustees shall in their turn have the like powers to nominate or appoint their 
respective successors in office and all other rights and powers conferred on their successors 
and successors’ successors and so on, the intention being that the Settlor Trustees for the 
time being shall always be on the Board of the Trustees and this shall continue for all 
time to come. In case of death, retirement or resignation from the Board of Trustees 
of any of the Settlor Trustees without having appointed any person to act as his success¬ 
or in case of a vacancy arising for any other reason the vacancy so caused shall, on behalf 
of such Settlor Trustee, be filled up by the remaining Settlor Trustee or Trustees”. 

Clause (3)VI: 

“The Settlor Trustees shall jointly have the right to appornt Additional or Ordinary Trustees 
whose number shall not exceed four at any time. The appointment of such Additional 
Trustees shall not be for more than three years at a time and such Additional Trustees 
shall hold office during the period of their appointment unless the office be vacated earlier 
by death, resignation or removal by unanimous decision of all the Trustees (Settlor and 
Additional) except the one who is sought to be removed. The Settlor Trustees shall have 
the power to fill in the vacancy in the office of an Additional Trustee caused by death, 
resignation or removal etc. An Additional Trustee shall be eligible for appointment for 
a second or subsequent term”. 

5. Investment pattern 

The total investments are Rs. 1 • 22 lakhs which are all in Birla Group of Companies. 

6. Conclusion 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 


BIRLA SANSKRIT MAHAVIDYALAYA 

(Regd. Society) 

Estd. 29-6-62 

1. Signatories to the registration of Society 

1. Shri J.K. Birla 

2. Shri R.D. Birla 

3. Shri B.M. Birla 

4. Shri L.N. Birla S/o Sh. G.D. Birla 

5. Shri M.P. Birla 

6. Shri K.K. Bit la 

7. Shri B.K. Birla 

2. First Members of Executive Committee 

1. Shri J.K. Birla 

2. Shri R.D. Birla )■ Permanent Members 

3. Shri B.M. Birla J 
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4. Shri L.N. Birla "I Ex-office membei (Principal, Birla Sanskrit Maha- 

5. Shri Subhapati >vidyalaya) 

Upadhyaho J 

3. Trustees during the last 3 years 

1. Shri R.D. Birla 

2. Shii B.M. Birla 

3. Shri L.N. Birla 

4. Shri K.K. Birla 

4. Special features of the Rules and Regulations of the Society 

Clause 2: 

“The management and control of the affairs shall vest in the Executive Committee”. The 
Executive Committee shall consist of (i) four permanent members, (ii) one ex-officio 
member (iii) co-opted members not exceeding three as hereinafter provided.” 

Clause 3(c): 

“The co-opted Members of the Executive Committee shall from time to time be appointed 
by the permanent Members of the Executive Committee/for such period as may be thought 
fit by them”. 

Clause 10: 

“The permanent members for the time being of the Executive Committee of the society shall be 
the trustees. The properties movable and immovable belonging to the society or which 
may hereaftei belong to the Society shall vest in the trustees for the time being without 
execution of any deed”. 

5. Investments 

Total investment of Rs. 2'97 lacs as on 31-3-71 was in 25,000 ordinary shares of M/s. J.C. Mills 
Ltd., a company controlled by the ‘group’. 

6. Donations Received 

The above 25,000 equity shares of M/s. J.C. Mills Ltd., were received as donation during the 
year ended 31-3-67 from the Ujjain General Trading Socity Ltd., a company controlled by the ‘group’. 

7. Conclusion 

Having regard to the above facts the Society is considered as controlled by the ‘group’. 

DURGA DEVI MEMORIAL TRUST 
(Established on 9-5-1944) 

1. Settlor 

Shri L.N. Birla S/o Shri R.D. Birla 

2. First Trustees 

1. Shri L.N. Birla 

2. Shri R.D. Madhav S/o Shri R.D. Birla 

3. Shri B.K. Birla 

4. Shri G.P. Birla 

3. Trustees during the last three years 

1. Shri L.N. Birla 

2. Shri S.K. Birla 

3. Shri A.V. Birla 

4. Shri B.N. Saboo (A trusted employee of the ‘Group’ as would be seen from 

details given in item (i) of annexure ‘E’ relating to 
M/s. General India Ind. Limited) 

5. Shri Vidhu Shekhar. 
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Trust—a private trust controlled by the group. It woula thus be seen that the trust 
holding shares in Jaipur Development Company Limited in the names of trusted employees 
of the ‘group’. So far as M/s. Jaipur Development Company Limited is concerned a very 
large bk ck of shares of this company are held by this trust as well as Hindustan 
Charity Trust. 

(2) 70. 666 of Birla Cotton Spg. and Wvg. Company Ltd. 

These shares are registered in the joint names Svs. G.P. Birla and K.P. Singhi. Shri G.P 
Birla is the trustee of his trust whereas Snri K.P. Singhi, is the President of Sirpur Paper- 
Mills and Senior Executive of M/s Orient Paper Mills Limited. He is also a trustee of 
Shashi Kant Trust— a private trust controlled by the ‘group’. 

(3) 9,374 shares—Birla Jute Mfg. Co. Limited. 

These shares are registered in the name of Shri S.N. Gupta, who as mentioned earlier, is a trust¬ 
ed employee of the group. 

5. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 


JAYASHREE CHARITY TRUST 
(Estabhshed on 8-11-1947) 

1. Settlor: 

Shri B.K. Birla 

2. Original Trustees: 

1. Shri B.K. Birla 

2. Shrimati Sarala Devi Birla w/o Shri B.K. Birla 

3. Shri Ganga Prasad Birla 

3. Present Trustees: 

1. Shri B.K. Birla 

2. Smt. Sarala Devi Birla 

3. Shri R.L. Binani 

4. Special features of the trust deed: 

Clause-36: 

“The present Trust shall be the trustees for the terms of their respective lives”. 

Clause-37: 

“The settlor shall have the power to appoint any one or two trustees as additional Trustees 
for such terms as he shall think fit”. 

Clause-42: 

“The power to appoint new or additional Trustees but so as not to exceed the maximum num¬ 
ber fixed herein and to fill vacancies in the ofiice of the trustees shall vest in the settlor 
during his lifetime and after his death in the continuing Trustees”. 

5. Investment Patterns: 

Out of total investments of Rs. 20-19 lakhs, investments to the tune of Rs. 19'51 lakhs are in 
“Birla Group of Companies”. 

6. Conclusion: 

Having regard to the facts that: 

(a) The settlor in this case was Shri B.K. Birla 

(b) All the original trustees were either member of the group or their relatives. 

(c) The special features of the trust deed referred to above under which the original trustees 
were life trustees and the power of the settlor regarding appointment of trustees. 

(d) The pattern of Investments. The trust is considered as controlled by the ‘Group’. 
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SHREE KRISHNARPAN CHARITY TRUST 
(Established on 19-1-42) 


1. Settlor: 

Shri Jugal Kishore Birla 

2. First Trustees: 

1. Shri Rameshwar Das Birla 

2. Shri Ghanshiam Das Birla 

3. Shri Brijmohan Birla 

4. Sir Sarvepalli Radhakrishnan 

5. Sir Chakravarty Raja Gopalachari 

3. Tiustees during last three years: 

1. Shri G.D. Birla 

2. Shri M.P. Birla 

3. Shri G.P. Birla 

4. Kumari Manibahin Patel 

5. Shri K.M. Munshi (since Deceased) 

4. Special features of the trust deed: 

Clause-2 ; 

The number of the Trustees shall be five, three of whom shall be elected from amongst the male 
members of the Birla family being descendants in the direct male line of Raja Baldeodas 
Birla and the said three Trustees shall elect and/or nominate two more Trustees from such 
person or persons as they think fit. All the major male descendants of the said Raja 
Baldeodas Birla in the Direct male line, shall be entitled to be eligible as Trustees and each 
such member shall be deemed to be a Voter. Their election and nomination shall be 
held in accordance with the rules that may be framed from time to time by the Trustees. 
A Trustee or Trustees shall resign if he or they be submitted every year at a meeting of the 
major male descendants of Raja Baldeodas Birla for the time being for their criticism 
and for inviting suggestions made at the meeting so that they may consider the same is 
framing their future programme and try to give effect to such of them as they may consider 
to be feasible and proper, but the Trustees shall not be found by such suggestions, the 
decision being left entirely with the Trustees. 

5. Investment Pattern: 

Total investment as on 31-3-71 amounted to Rs. 32.56 lakhs which were all in Birla Group of 

Companies. 

6. Donations: 

In 1968, donation’s worth Rs. 56,000 were received from Birla Companies and trust controlled 

by the ‘group’. As per Trustees resolution dated 28-2-71 a sum of Rs. 36-64 lakhs was transferred to 

Birla Institute of Technology and Science—an Institute controlled by the ‘group’. 

7. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 


1. Settlor: 

Shri K.K. Birla 


MAHADEVI BIRLA MEMORIAL TRUST 
(Established on 11-3-1950) 


2. Original Trustees: 

1. Shri K.K. Birla 

2. Smt. Manorama Devi Birla w/o Shri K.K. Birla 
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3. Smt. Priyambada Devi Birla w/o Shi M.P. Birla 

4. Shri Ganga Prasad Birla 

3. Trustees duriog the last 5 years: 

1. Shri K.K. Birla 

2. Smt. Priyambada De\i Birla 

3. Shri A.L. Goenka: Director in “Birla Group of Companies” including M/s. Birla 
Bros. (P) Ltd. a company controlled by the group. 

4. Shri B.D. Sharma 

5. Shri G.N. Khaitan 

4. Special features of the Trust deed: 

Clause-26: 

“All questions arising at the meeting of the Trustees shall be decided by a majority of votes and 
in case of equality of votes the Chairman shall have a second casting vote PROIVIDED 
HOWEVER that no question dealing with the disposal of the corpus of any of the Trust 
properties will be decided and disposed of the corpus of any of the Trust properties will be 
decided and disposed of except with the consent of at least three-fourths of all the trustees 
for the tim.e being and with the consent of the Settlor during his lifetime”. 

Clause-36: 

“The present Trustees shall be the Trustees for the term of their respective lives”. 

Clause-31 : 

“The Settlor shall have the power to appoint any one of two Trustees as additional Trustees 
for such term as he shall think fit.” 

Clause-42: 

“The power to appoint new or additional Trustees but so as not to exceed the maximum num¬ 
ber fixed herein and to fill vacancies in the office of the Trustees shall vest in the settlor 
during his life time and after his death in the continuing Trustees. 

5. Investment Pattern: 

The entire total Investments of Rs. 8 • 27 lakhs barring an investment of Rs. 52,975 as on 31-3-71 

were made in the Birla Group of Companies. 

6. Cmiclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 


MANJU SHREE CHARITY TRUST 
(Established on 16-5-62) 

1. Settlor: 

Shri B.K. Birla 

2. Original Trustees: 

1. Shri B.K. Birla 

2. Shri B.K. Jhawar 

3. Shri K.K. Khemka 

3. Trustees during the last 5 years: 

1. Shri B.K. Birla 

2. Shri B.K. Jhawar 

3. Shri B.L. Shroff 


(daughter’s daughter’s husband of Shri G.D. Birla) 

(A trusted employees of the Group as would be seen 
from details given in item 1 of the Annexure ‘E’, relating 
to M/s. Kamal Trading Co. Ltd.) 


(Director in M/s. Kamal Trading and M/s. Punjab 
Ginning and Pressing Co. Limited). 
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4. Shri K.K. Khemka 

5. Shri L.P. Khemka (expired on 14-12-70) 

4. Investment pattern: 

Total Investments as on 31-3-71 were Rs. 21-65 lakhs out of which only Rs. 46,550 were in 

companies other than Birla group of Companies. 

5. Donations: 

The trust received donations of Rs. 1 -00 lac each in 1968-69 from M/s. Ujjain General Trading 

Society and M/s. Industrial Trust Ltd. received shares worth 5 • 65 lacs in 1970 from M/s. Ujjain General 

Trading Society Ltd. 

6. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 

MATRI SEVA SADAAN CHARITY TRUST 
(Established on 28-2-1942) 

1. Settlor: 

Mrs. Sharda Kumar w/o Shri R.D. Birla 

2. Original Trustees: 

1. Mrs. Sharda Kumari 

2. Mrs. Lakshmidevi Ghanshyam Das Loyalka 

3. Mrs. Jaidevi Narsing Das Kothari (sister of Shri G.D. Birla) 

3. Trustees during the last five years: 

1. Smt. Shardadevi Birla 

2. Smt. Gopikumari (daughter-in-law of Shri R.D. Birla) 

3. Shri Rameshwar Prasad Saboo. (Director in M/s. Central Distributors Ltd. Laxmi 

Properties Ltd. and Bombay Industrial Traders Ltd. Bombay). 

4. Smt. Amritadevi Loyalka. 

5. Dr. Jhabarmal S. Misra. 

4. Other special features of the trust deed: 

Clause-5: 

“The said Mrs. Sharda Kumar Rameshwardas Birla be the Managing Trustee and Chairman 
of the Trustees during her life time or so long as he will continue to act as Managing 
Trustee of these presents to manage the trust estate and all the properties, securities, 
shares and accounts comparised there in for the time being’’. 

Clause-9 : 

Whenever any trustee or trustees for the time being under these presents shall die or desire to 
be discharged from or refuse or become unfit or incapable to act in the trusts or powers 
in him or them reposed under these presents such trustee or trustees shall cease to be 
trustee or trustees and in every such case it shall be lawful for the settlor during her life time 
and thereafter for the surviving or continuing trustees or trustee for the time being or 
the executor or executor administrators or administrator of the last surviving or continuing 
trustee or the retiring trustees if they shall all retire simultaneously or the last retiring 
trustees by writing to appoint any lit and proper person or persons in the place of trustee 
or trustees so dying or desiring to be discharged or refusing or becoming unfit or incapable 
to act as aforesaid and upon every such appointment the Trust Estate for the time being 
shall be so transferred as to become vested in the new trustee or trustees either jointly 
with the continuing trustees or trustee or solely as the case may require. And every such 
New Trustee, as well before as after the said Trust Estate shall have become vested in him 
shall have all the powers and authorities of these persents as fully and effectually as if he 
had been hereby constituted a trustee. 
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5. Investment Pattern: 

Barring investments of 1 equity shares in Mokenzies Ltd., 100 pref. shares of the same comp¬ 
any and 20 equity shares of Colba Lan, all other investment were in Birla Group of Companies. 

6. Donations: 

The trust received donations of Rs. 1'65, 1-00 and nil lakhs during the years ended 31-3-68, 
13-3-6.9 and 31-3-70 respectively and also received 1,00,000 equity shares of M/s. Koras India Ltd. of 
Rs. 1/- each during the year ended 31-3-70 from New Swadeshi Mills. All the donations were from 
Birla Group of Companies. 

7. Proxies: 

The trust issued proxy in favour of Shri M.P. Birla in respect of 41,716 shares of M/s. Birla Jute 
Mfg. Co. Ltd. in Sept. 1971. 

8. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 

PILANI FOUNDATION 
(Established on 16-3-1964) 

1. Name of the Settlor: 

Shri Ganga Prasad Birla. 

2. Original Tru.stees: 

(i) Shri A.L. Goenka: 

He is a trusted employee of the group as would be seen from details given in item 1 
of Annexure “E” relating to M/S. Birla Bros. (P) Ltd. 

(ii) Shri Chatterjee, K.C.: 

He is a trusted employee of the group as would be seen from details given in item 1 of 
Annexure “El” relating to M/s. Ccntrul India Industries. 

(iii) Shri H.P. Singhi: 

He is a trusted employee of the group as would be seen from details given in item 1 
of Annexure “El” relating to M/s. Bengal Rubber Co. Ltd. 

3. Present Trustees: 

(i) Shri A.L. Goenka 
l,ii) Shri K.P. Singhi 

He is a trusted employee of the groups would be seen from details given in item 3(d) 
of Annexure “El” relating to M/s. Birla Cotton Spg. & Wvg. Mills Ltd. 

(iii) Shri G.D. Thirani: 

Senior Executive in M/s. Orient Paper Mills Ltd. and an Executive in Orient General 
Industries Ltd. and Eastern India Services & Marketng Company Ltd. Also a trustee 
in Sashikant Trust—a private trust controlled by the ‘group’. 

4. Investment Pattern: 

The trust held investment of the value of Rs. 2020, Rs. 39,076, and Rs. 39,735 as on 31-3-69, 
31-3-70 and 31-3-71 respectively. All the investments were in the shares of Birla Group of Companies. 
All shares were received as gift and/or donation and only share transfer stamp expenses have been 
shown for valuation purposes. As a matter of fact the face value of investments as on 31-3-71 came 
to Rs. 5,85,790 (including loans share of the value of Rs. 19,220). 

5. Donations received by the Trust: 

All the donations in kind received by the Trust during the period from 31-3-69 to 31-3-71 were 
in the form of shares of Birla Group of Companies. 

The total donations in kind so received during the 3 years period ending 31-3-71, were to the 
extent of the face value of Rs. 4,75,980, excluding bonus shares of the total face value of Rs. 94,810 
received by the trust from time to time. Smt. Rukmini Devi Birla, alone, had donated shares of the 
total face value of Rs. 267,980 which represents 50% of the total donations of shares received by the 
trust. 

6. Conclusion: 

In view of the above facts the trust is considered as controlled by the ‘group’. 
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RAJA BALDEV DAS BTRLA CHARITABLE TRUST 


1. Settlor: 

Raja Baldev Das Birla 


(Established on 11-3-1940) 


2. Original Trustees: 

1. Shri Jugal Kishore Birla 

2. Shri Rameshwar Das Birla 

3. Shri Ghanshyam Das Birla 

4. Shri Brijmohan Birla 


3. Present Trustees: 

1. Shri R.D. Birla 

2. Shri G.D. Birla 

3. Shri B.M. Birla 

4. Shri Ashok V. Birla 

5. Shri B.M. Singhi—Senior Executive in M/s. Birla Bombay (P) Ltd.—a closely controlled 
company of the group. President in India Smelting Refining Company Ltd. Also 
trustee in Yashovardban Birla Trust—a private trust of the ‘group’. 

4. Investment pattern: 

The total investments amunted to Rs. 5-36 lakh as on 3l-3-7i. Out of this investments 
worth Rs. 4'76 lakhs were in Birla Group of Companies. 

5. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 

RANI CHOGGI DEVI BIRLA TRUST 
(Established on 25-9-39) 

1. Name of Settlor; 

Smt. Choggi Devi Birla (w/o Sh. Raja Baldeodas Birla) 

2. First Trustees: 

1. Shri J.K. Birla 

2. Shri R.D. Birla 

3. Shri G.D. Birla 

4. Shri B.M. Birla 

3. Present Trustees: 

1. Shri R.D. Birla 

2. Shri G.D. birla 

3. Shri B.M. Birla 

4. Shri L.N. Birla (s/o Sh. G. Birla) 

4. Special features of the trust deed: 

Clause-2 

“The present trustees shall hold the office for their life time and each of them shall be entitled 
to nominate his successor in interest. If any of them fails to nominate his successor or successors 
in interest the remaining trustees shall be entitled to fill up the vacancy.” 

Clause-4 

“In case of death, retirement or resignation of a trustee his place shall ordinarily be filled 
up by a member of the family of the trustee so dying, retiring or resigning but if such member be not 
available, then any one may be appointed in that place.” 
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5. Investment Pattein : 

Investments as on 31-3-1971 came to Rs. 6-05 lakhs which were all in Birla Group of Com¬ 
panies. 

6. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 


SHREE SITARAM BHANDAR 


(Regd. as a Society) 


Estd. on 30-9-1947. 


1. First Trustees: 

1. Shri J.K. Birla 

2. Shri L.N. Birla s/o Sh. G.D. Birla 

3. Shri M.P. Birla 

4. Shri K.K. Birla 

5. Shri G.P. Birla 

6. Smt. Bhagwani Devi—sister of Shri G.D. Birla 

7. Shri Surajmal Mohata—brother-in-law of Shri G.D. Birla. 

8. Shri Girdhari Lai Kothari (Sh. G.D. Kothari is sister’s son of Shri G.D. Birla) 

9. Shri R.K. Birla (vice President in National Engg. Industries—President M/s. J.C. Mills 
Ltd. and Technical Director in Digvijaya Woolen Mills Ltd. 

2. Present Trustees: 

1. Shri L.N. Birla 

2. Shri K.K. Birla 

3. Shri M.P. Birla 

4. Shri A.V. Birla 

5. Shri G.P. Birla 

6. Shri Surajmal Mohta 

7. Shri G.D. Kothari 

8. Shri Ram Kumar Birla 

9. Smt. Bhawani Bai 

3. Special Features in the Memorandum of Association. Rules and Regulations. 

Memoradum of Association: 

Clause-3 

(a) “to look after, manage, maintain and support the temple built and founded by the late 
Seth Shoo Narainji Birla and his son Raja Baldev Dass Ji Birla and more commonly 
known as Shree Sita Ram Ji Mandir situated at Pilani; 

(b) to look after, manage supervise, maintain and support the Dharmashala, Yagashala, wells, 
gardens, water tanks, Sanshala, Vyayamshala and Temple Devi Ji, Shivala and Sanskrit 
Pathshala and Sanskrit Chhatravas, all situated at Pilani in the Jaipur State and found and 
built by the said Seth Shoo Narain Ji Birla or/and Raja Baldeo Dassji Birla; 

(c) to look after, manage, support, aid and supervise such other religious or/and public insti¬ 
tutions as have now been founded and built at Pilani by the said Seth Sheo Narain Ji 
Birla or may hereafter be founded and built by any lineal descendant of Raia Baldeo 
Dassji Birla; 

fd) to look after, manage, maintain, supervise and support the temples built and founded by 
the said seth Sheo Narinji Birla and/or Raja Baldeo Dass Ji Birla or any other lineal 
descendant of Rajo Baldeo Dassji Birla commonly known as Shir Lakshmi Narainji Mandir 
situate at Delhi and Shee Gita Mandir at Mathura; 

16—7 M of LJ & CA/ND/79 
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(e) To look after, manage, support, aid and supervise such other temples or religious institutions 
as have now been founded and/or built by the said Seth Sheo Narainji Birla and/or Raja 
Baldeo Dassji Birla or may hereafter be founded and/or built by Raja Baldeo Dassji Birla 
or his lineal descendants at any other places in and outside Rajasthan or any place in the 
Union of India”. 

Rules and Regulations: 

Rule 4 —“There shall always be a majority of the trustees from or representing the descendants 
of Raja Baldeo Dasji Birla and in case the total number of the Trustees is nine there shall be at least 
five and in case the total number of the Trustees is raised to eleven there shall be at least seven trustees 
from the descendants of Raja Baldeo Das Ji Birla, and always provided that if the requisite nuniber of 
trustees from the family of Raja Baldeo Das Ji Birla being descendants of Seth Sheo Narain Ji Birla 
be not willing or available to act as trustees, the required number of trustees shall be maintained by the 
descendants of Raja Baldeo Das Ji Birla to act as trustee, as their representatives.” 

4. Investments: 

The total investments as on 31-3-71 came to Rs. 30-33 lacs. Out of this, barring investment 
ofRs. 71,266, all other investments were in Birla Group of Companies. 

5. Donations received: 

The trust received donations of Rs. 1,69,000; Rs. 1,27,000 and Rs. 1,00,000 during the 
years 1969, 1970 and 1971 respectively. All these donations were from Birla Group of Companies 
or trusts controlled by the ‘group’. 

6. Proxies: 

The society issued proxies in favour of: 

(i) Shri M.P. Birla in respect of 36,374 shaies of M/s. Birla Jute Mfg. Co. Ltd. 

(ii) Shri N.N. Birla (Vice President, Orient Paper Mills) in respect of 7,320 shares of Orient 
Paper Mills. 

(iii) Shri D.D. Dadoo (secretary, J.C. Mills) in respect of shares of J.C. Mills, 

7. Conclusion: 

Having regard to the above facts the society is considered as controlled by the group. 

SEVA NIDAI TRUST 
(Established on 25-1-50) 

1. Name of the settlors: 

1. Shri Madhav Prasad Birla 

2. Smt. Priyamvada Birla (w/o Shri M.P. Birla) 

2. Original Trustees: 

1. Shri M.P. Birla 

2. Smt. Priyamvada Birla 

3. Shri T.C. Saboo—He is a trusted employee of the ‘group’ as would be seen from the 
details furnished in item 1 of Annexure ‘ET relating to M/s. Bally Jute Company 
Ltd. 

4. Shri Giidhar Das Kothari—Shri G.D. Birla’s sister’s son. 

3 Trustees during the last three years: 

1. Shri Madhav Prasad Birla 

2. Suit. Priyamvada Devi Birla 

3. Shri Girdhai Das Kothari (Retired on 11-9-71) 

4. Shri T.C. Saboo 

5. Shri R.K. Chhachoria (appointed on 15-11-71) 

He is a trusted employee of the group as would be seen from the details furnished in 
item 1 of the annexure ‘El’ relating to M/s. Gwalior Wvg. Co. Limited, 
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6. Shri N.K. Kejriwal (Director, Birla Jute Mfg. Co. Limited). 

7. Shri K.N. Tapuriah (Director, Jayshree Textile & Industries Limited). 

4. Special features of the trust deed: 

Clause-10 

“The number of Trustees shall at no time has less than four and more than seven provided that 
at least two of the Trustees shall be members of the family of Madhav Prasad Birla”. 

5. Investment: 

Out of the total investments of Rs. 22-62 lakhs as on 31-3-71 investments to the tune of Rs. 
15-12 lakhs were made in Birla Group of Companies. 

6. Donations: 

According to the details of the donations as furnished by the Trust it had received Rs. 2-80 
lakhs, Rs. 4-60 lakhs and Rs. 2-07 lakhs in the accounting yeais 1968-69, 1969-70 and 1970-71 res¬ 
pectively. 

Barring a sum of Rs. 15,000/- received from Shree Krishna Mangal Charity Trust, all other 
donations were received from Shri M.P. Birla and his wife, trusts controlled by the ‘group’ and from 
Birla Group of Companies. In addition the Belle Vue Clinic established by this Trust received Rs, 
4-25 lakhs, Rs. 14-50 lakhs and Rs. 4 lakhs in the accounting years 1968-69, 1969-70 and 1970-71 
respectively from the Birla Group of Companies. 

7. Proxies: 

The Trust had issued proxies in respec. of:— 

(i) 87,053 shares of Hindustan Aluminium Corporation Ltd. in favour of Shri G.D. Birla for 
the annual general meeting of that Company held on 5-6-70. 

(ii) 86,000 shares of M/s. Hindustan Aluminium Corporation Ltd. in favour of Shri A.V. 
Birla for the annual general meeting of that company held on 7-6-71. 

(iii) 72,000 shares of M/s. Birla Jute Mfg. Co. Ltd. in favour of Shri R.K. Chhachoria (Presid¬ 
ent, Birla Jute) for the annual general meeting held on 29-9-70. 

(iv) 49,000 shares of M/s. Birla Jute in favour of Shri M.P. Birla for the annual general meeting 
held on 15-9-71. 

8. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 

THE SUKRITI TRUST 
(Estd. 12-1-1962) 


1. Name of the Settlor: 

Shri Sundar Sham Kumar Birla S/o Shri L.N. Birla. 

2. Original Trustees: 

(a) Shri Sundarshan Kumar Birla 

(b) Smt. Sumangala Birla 

(Shri G.D. Bitla’s Grandson’s wife) 

(c) Smt. Usha Devi Poddar (grand daughter of Sh. G.D. Birla) 

3. Present Tmstees: 

(a) Shri S.K. Birla 

(b) Smt. Sumangala Birla 

(c) Smt. Usha Devi Poddar 

(d) Shri I.K. Kejriwal. 
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4. Special Features of the Trust Deed: 

Clause-9: 

“The number of Trustees shall not be less than two or more than five”. 

Clause-\0'. 

“Within the said limits the Trustees for the time being shall have power to appoint additional 
Trustee or Trustees if there be any vacancy in the office of a Trustee, for any reasons 
whatsoever, the same shall be filled up by the continuing Trustees or Trustee”. 

5. Investment Pattern: 

According to the list of latest investment of the trust all investments bearing 70 shares of Win¬ 
dow Glass Ltd. were in Birla Group of Companies. 

6. Donations: 

The Trust had received donations of Rs. 70,000/- in cash during the year 1968-69, Rs. 85,000/- 
in cash, and shares of the value of Rs. 1,53,732 (all the shares were in Birla Group of Companies) 
during the year 1969-70, and Rs. 95,000/- (in cash) during the year 1970-71. All the aforesaid donations 
were received from Birla Group of Companies. 


7. Conclusion: 


Having regard to the above facts the trust is considered as controlled by the ‘group’. 

VISHWA MANGAL TRUST 
(Established on 17-12-58) 

1. Settlor: 

1. Shii K.K. Biila 

2. First Trustees: 

1. Shri K.K. Birla 

2. Shri Babulal Newar (son-in-law of Shri R.D. Birla) 

3. Shri B.P. Khaitan (He is associated with the group as would be seen from the details 
given in item (i) of annexure ‘E’ relating to M/s. Birla Cotton Spinning & Wvg. Mill 
Ltd.) 


3. Trustees during the last five years: 

1. Shri K.K. Birla 

2. Shii B.L. Newar 

3. Shri B.P. Khaitan 

4. Shri P.D. Himmatsingka (he is associated with the group as would be seen from the 
details given in item (i) of Annexure ‘E’ relaving to M/s. Birla Cotton Spinning & Wvg. 
Mills Ltd.) 

5. Shri G.N. Khaitna. 


4. Investment Pattern: 

The total investment of the trust were Rs. 10-28 lakhs as on 31-3-71 and the entire investments 
were in Birla Group of Companies. 

5. Donations: 

The trust received donations of Rs. 3-31, Rs. 11-66 and Rs. 9-65 lakhs from Birla Group of 
Companies and a controlled trust during the year ended 31-3-69, 31-3-70 and 31-3-71 respectively. 

6. Conclusion: 

Having regard to the above facts the trust is considered as controlled by the ‘group’. 
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Annexure J 

JIYAJEE RAO COTTON MILLS LIMITED 


1. Names of Directors; 

(1) Shri Ashok Vardhan Birla 

(2) Shri S.K. Birla 

(3) Shri K.G. Maheshwari 

(4) Shri Basant Kumar Jhewar 

(5) Shri Navval Kishoie Kejriwal 


(6) Shri GJ. Ruparel 


(7) Shri Ram Babu Vaishya 


(daughter’s daughter’s husband of Shri G.D. 
Birla). 

(Trustee in Sewa Nidhi Trust a trust controlled 
by the ‘group’. Director in several Birla 
Group of Companies). 

(Also Director in 3 other Birla Group of Com¬ 
panies viz. Shree Digvijay Woollen Mills Ltd. 
Hind Cycles Ltd. and New Swadeshi Sugar 
Mills Limited). 


2. Total number of equity shares and other shares carrying voting rights: 
Total number of equity shares • • 46,36,530 


3. Analysis of shareholding as on 18-8-71: 

(a) L.I.C. Public Financial Institutions, 
Nationalised Banks and Insurance 


Companies: 

L.I.C. . 17,565 

U.T.I. . 17,050 

New India Assurance Co. Ltd. • 20,000 

India Reinsurance Corpn. • • ■ 18,600 


Total ' 73,215 (1.6%) 


(b) Members of the ‘group’ along with their 


relatives:— 

Shri Adiya V. Birla • • ' 21,700 

Smt. Manorama Birla • • • 21,000 

Smt. Priyamvada Devi Birla • 16,000 

Shri B.M. Birla & L.N. Birla • 56,490 

Shri Sudarshan Kumar Birla • 21,000 

Shri Babulal Mewar • * 17,500 

Shri Krishna Gopal Maheshwari & 

Shrimati Shanti K. Maheshwari • 1,000 

Shri K.G. Maheshwari . • • 100 

Shri L.N. Birla • • • 30,000 

Shri Basant Kumar Jhawar & Shri 

Krishna Kumar Khemka • • 17,500 

S/Shri L.N. Birla & K.K. Birla • 35,000 

Smt. Sarla M. Maheshwari, Master Ma- 

noj Kumar (Minor) • • • 2,000 


U/g. of Madan Gopal Maheshwari 

(through Allahabad Bank, Bombay) • 2,000 

Shri Madan Gopal Maheshwari & 

Others (through Allahabad Bank, 

Bombay) • • • • • 1,000 
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Smt. Triveni S. Sodhani (through Bank 

of India, Bombay) • • • 4,000 


Total • 2,46,290 (5.31%) 


(c) Inter-corporate investments controlled by the ‘group;_ 


Gwalior Commercial Company • 6,23,625 

Do. (through C.B.L. Calcutta) • 50,000 

Indore Exporting & Importing Com¬ 
pany Limited .... 3,79,000 

Jansewa & Investments Ltd. • 62,800 

Punjab Produce & Trading Company 

Limited. 11,00,000 

Ujjain General Trading Society Ltd. • 2,16,750 

Central India Industries Ltd. • 11,15,365 


Total 


35,47,540 (76-51%) 


(d) Shares controlled by the ‘group’ 
although registered in the names of 
trusted employees/banks/registered 
societies/trusts along with reasons 
indicating control:— 

(i) Svs. Baij Nath Saboo & Bhagat 

Dayal Sharina: • • ■ 10,000 

Shri Saboo is a ‘trusted employee 
of the group’ as would be seen 
from the details given in item (1) 
of Annexure‘El’relating to M/s. 

Central India Industries Ltd. The 
shares in question are held by him 
jointly with Shri Bhagwat Dayal 
Sharma on behalf of Smt. Durga 
Devi Memorial Trust, which is a 
trust controlled by the‘group’. In 
view of this, the shares in ques¬ 
tion are considered as controlled 
by the ‘group’. 

(ii) Arya Dharma Sewa Sang: • 25,000 

This is a registered society which is 
controlled by the ‘group’. In view 
of this, the shares held by the 
society are considered as controll¬ 
ed by the ‘group’. 

(Hi) United Commercial Bank, Calcutta: 3,75,000 
The Bank has intimated that these 
shares are held by them on behalf 
of M/s. Birla Jan Kalyan Trust— 
a Trust controlled by the ‘group’. 

In view of this, these shares are 
Considered as controlled by the 
‘group’. 

Total • 4,10,000 (8-84%) 


4. Percentage of voting power controlled 
by the ‘group’ (3(b)-f 3(c)-j-3(d):— 
3(b) .... 

3(c) . 

3(d) .... 


3,46,290 

35,47,540 

4,10,000 


Total 


42,03,830 (90-66%) 
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3. Other evidence showing control of the ‘group’:— 

(1) Prior to the abolition of the system of managing agency, M/s. K.C. Mills, Gwalior Rayon, 
Hindustan Aluminium, Century Spinning, Rathnakar Shipping Company Ltd., Uni¬ 
versal Cables Ltd. and Bharat Tyre & Rubber Company Ltd. were being commonly 
managed by M/s. Birla Gwalior (Pvt.) Ltd.—a company closely controlled by the ‘group’. 

(2) Svs. Ashok Vardhan Birla, S.K. Birla, Basant Kumar Jhawar (daughter’s daughtei’s hus¬ 

band of Shri G.D. Birla), were Directors of the company both prior to and after the aboli¬ 
tion of the system of Managing Agency. It may be pertinent to mention here that out of 
the total of 7 Directors on the Board of this Company, 3 are members of the group and 
one is their relative. 

(3) Shri D.G. Birla has been appointed as Hony. Advisor of the Company vide Board’s 

resolution dated 26-5-71. 

(4) Shti D.P. Mandelia has been in the employment of the company as Adviser for the 
last 40 years. He is also an Adviser in M/s. Century Spinning and Gwalior Rayon and 
Special Adviser in M/s. Hindustan Aluminium. 

(5) The role of Svs. G.D. Birla and D.P. Mandelia as Advisers has been discussed in para 44 

of the leport. 

(6) M/s. Birla Gwalior Pvt. Ltd. the ex-Managing Agents of the company, were appointed, 
with effect from 1st March, 1970 for a period of 5 years as Advisers of the company’s 
Textile Division at Gwalior and Chemical Division at Porbandar. The role of M/s. 
Birla Gwalior as Adviser has been discussed in para 48 of the report. 

(7) (a) M/s, East India Produce Company Ltd., London in which Shri B.M. Birla is a Director 
and which was an associate of M/s. Birla Gwalior Pvt. Ltd. and Birla Brothers Pvt. Ltd. 
is acting as purchasing and selling agent of M/s. Birla Jute and buying agents of M/s. 
Gwalior Rayon, Century Spinning, J.C. Mills, Hindustan Motors, Orient Paper Mills and 
Sirpur Paper Mills. 

(b) M/s. Birla A.G. Zug (Switzeiland) which is a subsidiary of this company is acting as 
the purchasing and selling agent of the company as well as M/s. Birla Jute, Century Spin¬ 
ning and Hindustan Aluminium in Europe and other countries. 

(8) The company is sharing several common facilities with other Birla Group of Companies. 
The details of some of these important facilities are given below:— 

(a) Delhi Liaison Office: 

The Chief Resident Executive—Birla Gwalior Group of Industries (located at Delhi) 
is working in this capacity for M/s. J.C. Mills, Hindustan Aluminium Gwalior Rayon, 
and Century Spinning. He is also attending to work relating to M/s. Mysore 
Cements Ltd., Birla Institute of Technology and Science and Birla Consultants Pvt. 
Ltd. at Delhi. It is pertinent to mention that there has been no change in this 
arrangement even after the abolition of the system of managing agency. Further 
according to the agreement dated 5-9-69 all expenses incurred by Delhi Office, ex¬ 
cept these which are attributable to the individual companies are to be borne by M/s. 
Hindustan Aluminium, Gwalior Rayon, J.C. Mills and Century Spinning in an ad- 
hoc manner i.e. 35%, 35%, 15% and 15% respectively. 

(b) Sharing of Air-craft: 

The company is sharing the use of the air-craft which is owned by M/s. Gwalior Rayon 
(one of the Birla Group of Companies), as per company’s agreement, dated 31-1-1970 
with Gwalior Rayon on no-profit-no-loss basis with M/s. Hindustan Aluminium, 
Century Spinning, Birla Bros. Pvt. Ltd. and Birla Consultants Pvt. Ltd., Birla Gwalior 
Pvt. Ltd. and Birla Bombay Pvt. Ltd. The Radar and Air-craft Radio equipment 
owned by M/s. Hindustan Aluminium have been given on rental basis to Gwalior 
Rayon for the use of their air-craft. 

(c) Common Provident Fund: 

The company along with several other Birla Group of Companies is a member 
of the Birla Bro;.. Pvt. Ltd. Provident Fund Institution. 
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(9) Out of the investments of Rs. 165.55 lakhs as on 31-3-72, investments to the tune of Rs. 

153.08 lakhs were made in Birla Group of Companies. The remaining major investments 
were in Indo-Thai Synthetics Co. Ltd., Indo-Nepal Industrial Corp. and Government 
Securities. 

(10) Large number of Proxies were given by a number of Birla Group of Companies in favour 
of Senior Executives of the Company, such as Svs. R.A. Mekharia, D.D Dadoo, then Addl. 
Secratary and Secretary respectively of the company for the general meetings of the com¬ 
pany held during the years 1969 to 1971. 

(11) (a) The company has guaranteed the cash credit facilities extended by the State Bank 
of India to M/s. Central India Machinery Mfg. Company Ltd. (one of the Birla Group 
of Companies.) 

(b) The company has guaranteed the demand cash credit to the extent of Rs. 1.40 crores 
given by the State Bank of India to the Hind Cycles Ltd. (one of the Birla Group of 
Companies) by endorsing in favour of the State Bank of India the Demand Promis¬ 
sory Note issued by the said Hind Cycles Ltd. to the company and also by executing 
a special guarantor’s agreement with the State of India. 

(c) A decision was taken in the Board meeting dated 4-2-71 to take on let se the refractory 
unit owned by M/s. Eastern Spinning Mills Ltd. (one of the Birla Group of Companies) 
and in that connection it was also decided to appoint M/s. Birla Consultants Pvt. 
Ltd. a company controlled by the ‘group’ to technically examine the plant and 
submit the report thereon. 

(12) The percentage of shares held by the L.I.C. public financial institutions etc. {vide item 
3(a) above) to the total voting power of the company came to about 1.6%. Accor ding 
to the above analysis the voting power controlled by the group came to 90.66. 

(13) The voting rights in respect of 466,490 equity shares in the company vest in the Public 
Trustee. These shares include (a) 375,000 shares owned by Birla Jan Kalyan Trust but 
registered in the name of the United Commercial Bank Calcutta, and (b) 91,490 shares 
owned by Brrla Charity Trust. Out of these 35,000 shares were registered in the joint 
names of Svs. L.N. Birla son of Shri G.D. Birla and K.K. Birla and 56,490 shares in the 
joint names of Svs. B.M. Birla and L.N. Brrla (son of Shri G.D. Birla). Even excluding 
the votrng right in respect or these shares, the voting power of the group came to 80.4% 
approximately. 

Annexure ‘J2’ 


GWALIOR RAYON SILK MFG. (WVG.) CO. LTD 


1. Names of Directors: 


(1) Shri G.D. Birla 

• (Chairman) 

(2) Shri L.N. Birla 

• (Son of Shri D.G. Birla) 

(3) Shri K.G. Maheshwary 


(4) Shri Rajaram Muchhal 

• (daughter’s daughter’s husband of Shri G.D 


Birla). 

(5) Shri Surajmal Mohta 

• (Sister’s son of Shri G.D. Birla). 

(6) Shri Shiryans Prasad Jain • 


(7) Shri Bhupendra Kumar Sethi 

* ^ ^ 

(8) H.H. Sethu Parvathi Bayi 

• ^ ^ 

(9) Shri K.M.D. Tackersey 


(10) Shri Shantilal Liladhar Thar 

• (Trustee in Birla Academy of Art & Culture 


—a trust controlled by the ‘group’). 


2. Total number of equity shares and other shares 
carrying voting rights: 

Equity Shares • • • 66,00,000 

Preference ‘A’ Shares • • • 1,50,000 


Total • 


67,50,000 





237 


3. Analysis of shareholding (above 2000 Equity shares and 100 Preference ‘A’ shares) as on 22*9-71 

(a) Lie, Public financial institutions. 

Nationalised Banks and Insurance companies:— 


L.I.e. . 

6,36,636 



70,815 

P/S 

Unit Trust of India 

1,05,714 



8,165 

P/S 

The New India Assurance Co. Ltd. 

82,257 



925 

p/s 

Ruby General Insurance Company Ltd. 

7,260 


Narhari Marine Insurance Co. Ltd. • 

100 

p/s ‘A 

India Reinsurance Corpn. Ltd. 

84,495 


2,500 

P/S 

The advance Insurance Company Ltd. 

2,625 


The Sterling General Insurance Co. Ltd. 
Devkaran Najee Insurance Company 

2,000 


Ltd. . 

3,900 


Pandyan Insurance Company Ltd. 

The New Great Insurance Co. of India 

3,060 


Ltd. ..... 

4,980 


The Vulcan Ins. Company Ltd. 

Indian Mercantile Insurance Company 

4,500 


Ltd. . 

2,520 



535 

p/s. 

Hercules Insurance Company Ltd. 

Indian Guarantee & Gen. Ins. Com¬ 

500 

9» 

pany Ltd.. 

1,335 

>> 

The oriental & Gen. Ins. Co. Ltd. 

100 

P/s. 

The Orient Fire & Gen. Ins. Co. Ltd. 

395 

p/s 

Central Bank of India, Bombay 

14,237 


365 

p/s. 

Central Bank of India, Calcutta 

Allahabad Bank Nominies Ltd., Cal¬ 

1,078 


cutta . 

2,304 


Bank of Baroda, Bombay 

1,875 


500 

p/s. 

Bank of India, Bombay • 

3,900 

p/s. 

Bank of Maharashtra, Poona 

4,662 


Dena Bank, Bombay 

2,000 


250 

p/s 

Dena Bank, Calcutta 

Central Bank Executor & Trustee Co. 

2,600 


Ltd. Bombay. 

2,800 

3,960 



395 

p/s 

Punjab National Bank, Calcutta 

2,715 


Union Bank of India, Bombay 

4,403 


355 

p/s. 

United Commercial Bank, Bombay 

2,080 

p/s 

United Commercial Bank, Calcutta * 

200 

p/s 


Total 


10,76,076 

(5-94%) 
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(b) Member of the ‘group’ along with their 

Smt. Priyamvada Devi Birla 
Smt. Sarala Devi Birla 
Smt. Sushila Birla 
Smt. Anuauya Devi Taparia 
Smt. Laxmi Newer 
Smt. Ashalata Mehta 
Smt. Sumangla Birla 
Smt. Usha Devi Poddar • 

Smt. Indu Devi Tapuria * 

Shri B.K. Birla 

Shri G.D. Birla 
Shri L.K. Poddar 
Shri Vikram Somani 
Shri P.K. Daga 
Shri K.G. Maheswary 

Smt. Madhuri Rajgopal Dhoot 
Mrs. Snehlata M. Maheshwari 
Mrs. Sarla M. Maheshwari 
Smt. Shanti Devi K. Maheshwari with 
Shri Kamlesh Kumar Maheshwari and 
Smt. Madhurka K. Maheshwari 

Smt. Triwani S. Sodhani • 

Shri Mahavir Prasad Maheshwari with 
Shri Madan Gopal Maheshwari and 
Kamalesh Kumar Maheshwari 

Smt. Shanti K. Maheshwari with 
Shri Kamalesh Kumar Maheshwari 
and Smt. Madhurka K. Maheswhaii • 
Smt. Bhagwati Devi Mandelia 
Shri Bhagwati Prasad Mandelia 
Smt. Indramani Mandelia' 

Shri Surya Prakash Mandelia with Sm 
Taramani Mandelia 
Smt. Indramani Mandelia (through 
Union Bank of India, Gwalior) 

Shri B.P. Mandelia (Through United 
Commercial Bank, Gwalior) 

Smt. Indramani Mandelia (Through 
Bank of India, Bombay) 

Smt. Radha Devi Mahatta, W/o. Shri 
Brijratan S. Mehtta 


relatives:— 
24,000 
11,200 

13.200 

10.200 

27,192 

3,168 

2,240 

7,320 

5,280 

3,220 

10,064 

2,640 

5,280 

2,262 

2,000 

f 1,320 
(_ 710 
3,960 
2,500 
2,376 


500 P/S 

250 P/S 
2,640 
2,420 
6,932 


12,100 


10,000 

13,200 

2,01,794 (3%) 


(c) Inter-corporate investments controlled by the‘group’:— 
Jayant Investment Corporation Ltd. - 13,680 

Gwalior Commercial Co. Ltd, • 60,720 

Jute Investment Co. Ltd. • 26,400 

Punjab Produce & Trading Co. Ltd. 1,40,050 
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Ujjyain General Trading Society Ltd. 22,983 

Pilani Investment Corpn. Ltd. • 7,00,776 

Central India Industries Ltd. • 33,596 

Jiyajee Rao Cotton Mills Ltd. • 15,41,604 

Sutlej Cotton Mills Ltd. • • • 6,83,640 

do. (through UCO Bank Ltd.) 20,000 

do. (through CBI, Calcutta) • 70,000 

Gwalior Webbing Co. Ltd. • 4,255 

do. (through CBI, Calcutta) • 14,000 

Birla Bombay (P) Ltd. (through UCO 
Bank Bombay) • • • 226 

Birla Cotton Spg. & Wvg. Mills Ltd. 50,077 


Total • 33,82,007 (50-1%) 

(d) Shares controlled by the ‘group’ although registered in the names of trusted employees/ 
banks/registered societies/trusts along with reasons indicating control:— 

(i) United Commercial Bank, Calcutta 1,351 

The Bank has intimated that these 
shares are held by them on behalf of 
M/s. Jaya Shree Charity Trust—a trust 
controlled by the ‘group’. In view of 
this, these shares are considered as con¬ 
trolled by the ‘group’. 

(ii) United Commercial Bank, Calcutta 2,354 

The Bank has intimated that 
these shares are held by them on behalf 
of M/s. Birla Jankalyan Trust—a 
trust controlled by the ‘group’. In 
view of this, these shares are considered 
as controlled by the ‘group’. 

(iii) United Commercial Bank, Calcutta 10,560 

The Bank has intimated that these 
shares are held by them on behalf of 
Raja Baldeo Das Birla Santati Kosh 
a trust controlled by the ‘group’. In 
view of this, these share are considered 
as controlled by the ‘group’. 

(iv) United Commercial Bank, Cal¬ 
cutta ..... 931 

The Bank has intimated that these 

shares are held by them on behalf of 
Hindustan Charity Trust— a. trust con¬ 
trolled by the ‘group’. In view of this, 
these share are considered as controlled 
by the ‘group’. 

(v) Birla Institute of Technology & 

Science, Pilani • • • 22,009 

This is a registered society con¬ 
trolled by the ‘group’. As such 
these shares are considered as controlled 
by the ‘group’. 


Total • 


37,205 
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4. Percentage of voting power controlled by the group '-.— 
3tb)+3(c)+3(d):- 

3(b) 2,01,794 

3(c) 33,82,007 

3(d) 37,205 

Total • 36,21,006 

(53-7) approx. 


5. Other evidence showing control of the ‘group’:— 

(1) Prior to the abolition of the system of managing agency. M/s. Gwalior Rayon Silk Mfg. 

(Wvg.) Co. Ltd., Hindustan Aluminium Corporation Ltd., Century Spg. & Mfg. Co. 
Ltd., J.C. Mills Ltd., Ratnakar Shipping Co. Ltd., Universal Cables Ltd., and Bharat 
Tyres & Rubber Co. Ltd. were being commonly managed by M/s. Birla Gwalior Pvt. 
Ltd.—company closely controlled by the ‘group’. 

(2) Shri G.D. Birla was the Chairman of the Board of Directors, Svs. K.G. Maheshwari, 
Surajmal Mohta, (Sister’s son of Shri G.D. Birla) and Rajaram Muchhal (daughter’s 
daughter’s husband of Shri G.D. Birla) were Directors of the company prior to the aboli¬ 
tion of the system of managing agency. Even after the abolition of the system of manag¬ 
ing agency, Shri G.D. Birla is the Chairman of the Board of Directors and Svs. Mahesh¬ 
wari, Mohta, and Muchhal are the Directors. Formerly, Shri S.K. Birla was on the 
Board of Directors. Now in his place, Shri L.N. Birla (Son of Shri G.D. Birla) is on the 
Board of Directors). 

(3) Shri D.P. Mandelia has been the Advisor of the Company since 1952 onwards and is still 
continuing. Shri D.P. Mandelia is also a Special Advisor in M/s. Hindustan Alumi¬ 
nium Corpn. Ltd. and Advisor in M/s. J.C. Mills Ltd. and Century Spinning & Mfg. Co. 
Ltd. 

(4) Shri Aditya Vikram Birla has been appointed as Honorary Advisory of the com¬ 
pany vide Board’s Resolution dated 31st July, 1970. 

(5) The inportant role of these Advisors has been discussed in para 46 of the report. 

(6) Even after the abolition of the system of managing agency, the erstwhile managing agent 
viz. M/s. Birla Gwalior Pvt. ltd., a company closely controlled by the ‘group’ is continuing 
to guarantee the borrowing arrangements of M/s. Century Spinning, Gwalior Rayon and 
Universal Cables—Companies which were formerly managed by it. This matter has been 
discussed in paras 62 to 65 of the report. 

(7) M/s. East India Produce Company Ltd., London, in which Shri B.M. Birla is a Director 
and which was an associate of M/s. Birla Gwalior Pvt. Ltd. and Birla Brothers Pvt. Ltd. 
is acting as purchasing ana selling agent of M/s. Birla Jute and as buying agent of M/s. 
Gwalior Rayon Century Spinning, J.C. Mills, Hindustan Motors, OrientP aper Mills and 
Sirpur Paper Mills. 

(8) The company is sharing several common facilities with other Birla Group of Companies. 
The details of some of these important facilities are given below:— 

(a) The Chief Resident Executive —Birla Gwalior Group of Industries (located at Delhi) 
is working in this capacity for M/s. Hindustan Aluminium, Gwalior Rayon, J.C. 
Mills, and Century Spinning. He is also attending to work relating to M/s. Mysore 
Cement Ltd., Birla Institute of Technology and Science, and Birla Consultants Pvt. 
Ltd. The office of the Chief Resident Executive is attending to the work of the above 
mentioned companies at Delhi. It is pertinent to mention that there has been 
no change in this arrangement even after the abolition of the system of managing 
agency. Further according to the agreement dated 5-9-69, all expenses incurred 
by Delhi office, except those which are attributable to the individual companies are 
to be borne by M/s. Hindustan Aluminium, Gwalior Rayon, J.C. Mills, and Century 
Spinning in an ad-hoc manner i.e. 35%, 35%, 15% and 15% respectively. 

(b) The company owns an air-craft and the use of this air-craft, is as per agreement’ 
dated 31-1-70 being shared on no profit-no-loss basis with M/s. J.C. Mills, Hindustan 
Aluminium, Century Spinning, Birla Bros. Pvt. Ltd. Birla Consultants Pvt. Ltd. 
Birla Gwalior Pvt. Ltd. and Birla Bombay Pvt. Ltd. The Radar and Air-Craft Radio 
equipment owned by M/s. Hindustan Aluminium have been given on rental basis to 
Gwalior Rayon for the use of their air-craft. 



241 


(c) Common Provident Fund —^The company along with several other Birla Group of 

Companies is a member of the Birla Bros. Pvt, Ltd., Provident Fund Institution. 

(d) The Bombay Office of M/s. Gwalior Rayon was formerly house in Industry House, 
Bombay. The company has, however, subsequently shifted it to Century Bhavan, 
Bombay, a building owned by Century Spinning & Mfg. Company Limited. 

(e) The company entered into an agreement with Birla Consultants Pyt. Limited—* com¬ 

pany controlled by the ‘group’ for services to be rendered for setting up Caustic Soda 
Plant at Nagda. 

(9) The investments of the company as on 31-3-71 came to Rs. 75.89 lakhs. Out of these 
investments, to the tune of Rs. 60.37 lakhs were made in Birla Group of Companies. Rs. 

11 lakhs were invested in Zuari Agro Chemicals Ltd., which is one of the selected com¬ 
panies. 

(10) Proxies for 32,30,056 votes in faour of Shri I.H. Parekh (President of the company) were 
received for its Annual General Meeting which was held on 22-9-71. The Company 
thus received proxies for about 48% of the total voting power in favour of its President. 

(11) The company issued undertaking letter to the L.I.C. and ICICI on behalf of M/s. Century 
Enka Ltd. (one of the Birla Group of Companies). 

(12) The percentage of shares held by LIC other public financial institutions etc., vide item 
3(a) above with reference to the total voting power of the company came to 15.94. Accord¬ 
ing to the above analysis, the voting power controlled by the ‘group came to 53.7% 
approximately. 

Annexure ‘J3’ 

BIRLA JUTE MANUFACTURING COMPANY LIMITED 
1. Name of Directors: 

(1) Shri M.P. Birla .... Chairman 

(2) Shri Brijratan S. Mohatta • Shri R.D. Birla’s daughter’s husband). 

(3) Shri G.D. Kothari • • * (Shri G.D. Birla’s sister’s son. Also a Director in 

M/s. Birla Cotton Spinning & Weaving Mills 
Ltd. and Hindustan Motors Ltd.) 

(4) Shri H.L. Somani • • • (Brother of Shri O.M. Somani Shri B.M. Birla’s 

daughter’s husband. Also a Director in M/s. 
Kesoram Industries.) 

(5) Shri P.D. Himatsinghka • • • (Associated with Birlas as would be seen from 

details given in item (i) of Annexure ‘El’ 
relating to M/s. Birla Cotton Spinning & 
Weaving Mills Ltd. He is also a Director in 
M/s. Kesoram Industries, New India Sugar 
Mills Ltd. and Express Dairy Co. Ltd.—all 
Birla Group of Companies). 

(6) Shri N.K. Kejriwal • • • (He is a trustee in Sewa Nidhi Trust—a trust 

controlled by the ‘group’—He is also a Director 
in M/s. Express Dairy Co. Ltd., Ghillidary 
Tea Co. Ltd., J.C. Mills, Kusum Products, 
Minerals & Minerals Ltd. and Tungabhadra 
Industries Ltd. all Birla Group of Companies). 

(7) Shri Rasik Lai Maneklal Dalai • (He is also a Director in M/s. Century Spinning 

and Mfg. Co. Ltd., Indian Smelting and Re¬ 
fining Co. Ltd., Indian Tool Manufacturers 
Ltd., Oudh Sugar Mills and Orient General 
Industries Limited—all Birla Group of Com¬ 
panies. He derives considerable income from 
this company by way of commission.) 


(8) Shri J.M. Goenka 
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2. Total number of equity shares and other shares carrying voting ri^te: 


Equity shares as on 31-3-71 

39,89,054 

Analysis of Shareholdering (above IQOQO shares) as on 28-1-72: 

(a) L.I.C./Public Financial Institutions, 
Nationalised Banks & Insurance Com¬ 
panies :— .... 

L.I.C. . 

2,56,167 

New India Assurance Co. Ltd. 

60,436 

Unit Trust of India 

28,936 

India Reinsurance Corporation 

20,000 

Central Bank of India, M.G. Road, 
Bombay 

186 

United Commercial Bank, Calcutta • 

56 

Central Bank of India, Hyderabad • 

15,750 

Bank of India, Calcutta • 

22,680 

United Commercial Bank, Bombay • 

474 

Central Bank of India, Bombay 

10,953 

Total 

4,15,638 

(10-42%) 

(b) Members of the ‘group' along with their relatives: 

A.V. Birla. 

18,044 

Do.. 

7,500 

Ashok V. Birla & Yashovardhan Birla 

11,250 

Smt. Gopil Kumari Birla 

41,124 

Smt. Gop Kumari Birla & Shri M.P. 
Birla ..... 

17,734 

Shri G.D. Birla & Shri M.P. Birla 

1,00,484 

Shri L.N. Birla & Shri S.K. Birla • 

21,404 

Shri K.K. Birla 

25,766 

Shri M.P. Birla and others 

49,000 

Smt. Sumangla Birla 

14,000 

Smt. Sharda Kumari Birla 

25,900 

Smt, Sharda Devi Birla, Gopi Kumari 
Birla & Others 

41,716 

Smt. Kamala Devi Mantri 

12,300 

Smt. Nirmala Devi Birla - 

21,532 

Shri Shashi Kumar Somani 

10,000 

Shri L.N. Birla 

4,062 

Shri S.K. Birla 

f 1,250 

Shri Onkar Mai Somani 

1 912 
6,800 

Smt. Sushila Devi Birla & Shri K.K. 
Birla . 

200 

Smt. Rukmani Birla 

6,500 

Smt. Sunanda Devi Birla - 

4,500 

Smt. Jyotsna Poddar 

9,750 


4,51,728 

(11-32) 


Total 
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(c) Inter-corporate investments controlled by the ‘group’: 


Bengal Rubber Co. Ltd. • 35,000 

Punjab Ginning «& Pressing Co. Ltd. • 22,500 

Godavari Corporation Ltd. • 26,531 

Do. (Through U.C.O Bank) • 31,281 

Industrial Trust ltd. • • • 2,80,000 

Jaipur Finance Co. Ltd. • • • 85,936 

Birla Bombay (P) Ltd. • • • 26,000 

Do. (Through UCO Bank) • 25,000 

Punjab Produce & Training Co. Ltd. • 2,43,000 

Shekhawati General Traders Ltd. • 1,33,650 

Gwalior Finance Corporation • 1,31,250 


Total • 10,40,148 

(26-08%) 


(d) Shares controlled by the ‘group’ although registerea in the names of trusted employees/ 

banks/registered societies/trusts along with reasons indicating control:— 

(1) All India Hindu (Arya Dharam) 

Sewa Sangh ■ ■ • 1,20,000 

(2) Arya Dharam Sewa Sang • 28,750 

These are both registered societies which are controlleo by the ‘group’. In view of this, their 
shareholdings are considered as controlled by the ‘group’. 

(3) Svs, G.D. Malpani & B.P. singhi 15,000. 

Svs. Malpani and Singhi are holding the shares in question as trustees of Yashovardhan Birla 
Trust, which is a private trust controlled by the ‘group’. Shri G.D. Malpani is a Director in M/s. 
Asian Distributors and Maharashtra, Commodity—both companies controlled by the ‘group’. He 
is also a Director in M/s. Veraval Rayon Corporation and Tungabhadra Industries—both Birla 
Group of Companies. In view of this these share are considered as controlled by the ‘group’. 

(4) Sita Rant Bhandar • • • 36,374 

It is registered society which is controlled by the ‘group’ and as such its shareholdings are 
considered as controlled by the ‘group’. 

(5) Svs. S.N. Gupta and S.S.Jajodia 32,498 

Shri S.N. Gupta is a trusted employee of the ‘group’ as would be seen from the details given 
in item (1) of Annexure El relating to M/s. Sekhawati General Traders Ltd. Shri S.S. Jajodia is the 
Secretary of Sekhawati General Traders Ltd.—a company controlled by the ‘group’ The shares in 
question are held by these two persons on behalf of Hindustan Charity Trust—a trust controlled by 
the ‘group’. In view of this, these shares are considered as controlled by the ‘group’. 

(6) Svs. G.D. Thirani &K. P. Singhi • 15,624 

These two persons are trusted employees of the ‘group’ as would be seen from the details given 
in item 3(d) of Annexure E.l relating to Birla Cotton Spinning& Weaving Mills Ltd. The shares in 
question are held by these two persons on behalf of Sashi Kant Trust—a trust controlled by the 
‘group’. It is pertinent to mention here that the trust had granted proxies in favour of Shri R.K. 
Chhaochharia (President of Birla Jute Mfg. Company which was held on 29-9-70. These shares are 
therefore, considered as controlled by the ‘group’. 

(7) United Commercial Bank, Calcutta 95,000 

8,750 

The bank has intimated that it held 95,000 
and 8,750 shares on behalf of Shree Krishnarpan 
Charity Trust and Vishwa Mangal Trust i respec¬ 
tively. Both these trusts are controlled by the 
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‘group’, and in view of this, the shares held on 
behalf of these trusts are considered as controlled 
by the ‘group’. 

Total • 3,51,996 

(8-82%) 

4, Percentage of voting power controlled by the ‘group’:— 3(b)+3(c)+3(d):— 

3(b) 4,51,728 

3(c) 10,40,148 

3(d) 3,51,996 


Total • 18,43,872 

(46-22%) 

5. Other evidence showing control of the ‘group’:— 

(1) Prior to the abolition of the system of Managing Agency, M/s. Kesoram Industries, M/s. 

Birla Cotton Spg. & Wvg. Mills Ltd., Birla Jute, Hindustan Motors Ltd., Jay Shree Tea & 
Industries Ltd., Orient Paper, Sirpur Paper, Sirsilk Ltd., Sutlaj Cotton Mills Ltd. and 
Textiles Machinery Corpn. Ltd., were being commonly managed by M/s. Birla Bros. (P) 
Ltd., a company closely controlled by the ‘group’. 

(2) Shri M.P. Birla was the Chairman of the Board of Directors, Svs. H.L. Somany (Shri B.M 
Birla’s daughter’s husband’s brother ) G.D., Kothari, (Shri G.D. Birla’s sister’s son. 
and Brij Ratan S. Mahatta (daughter’s husband of Shri R.D. Birla) were Directors of the 
company prior to the abolition of the system of Managing Agency. Even after the aboU- 
tion of the system of Managing Agency, Shri M.P. Birla is the Chairman of the Board of 
Directors, and Svs. Brijratan S. Mohatta, H.L. Somany and G.D. Kothari are the Direc¬ 
tors of the company. 

(3) Shri S.K. Birla is acting as the Honorary Advisor to the Calcium Carbide & Staple Fiber 
Division of the Company. 

(4) Even after the abolition of the system of managing agency, the erstwhile managing agents 

M/s. Birla Bros. Pvt. Ltd. a company closely controlled by the ‘group’ are continuing 
to guarantee the borrowing arrangements of some of the companies formerly managed 
by them. As a matter of fact. M/s. Birla Bros. Pvt. Ltd. are guaranteeing the borrowing 
arrangements of M/s. Kesoram Industries, Jay Shree Tea and Industries Ltd., Bally Jute 
Co. Ltd., Birla Jute, Sirpur Paper Orient Paper, Birla Cotton Spg. & Wvg. Mills Ltd. and 
Textile Machinery Corpn. Ltd. companies which were formerly managed by them. 

(5) (a) M/s. East India Produce Company Ltd., London in which Shri B.M. Birla is a Director 
and which was an associate of M/s. Birla Gwalor Pvt. Ltd. and Birla Bros. Pvt. Ltd. is 
acting as Purchasing and Selling agent of M/s. Birla Jute and as buying agent of M/s. 
Gwalior Rayon, Century Spinning, J.C. Mills, Hindustan Motors, Orient Paper Mills, 
and Sirpur Paper Mills. 

(b) M/s. American East India Corpn., New York which was a subsidiary of M/s. East 
India Produce Co. Ltd. is acting as the purchasing agent of the company as well as of 
M/s. Sirpur Paper, Orient Paper and Century Spinning in U.S.A. and other countries. 

(c) M/s. Birla A.G. Zug (Switzerland) which is a subsidiary of M/s. J.C. Mills (one of the 
selected companies) is acting as the purchasing and selling agent of the company as 
well as of M/S. J.C. Mills, Century Spinning and Hindustan Aluminium in Europe and 
other countries. 

(6) The company is sharing several common facilities with other Birla Group of Companies. 
The details of some of these important facilities are gien below:— 

(a) The company is having its Head Office at 9/1, R.N. Mukherjee Road, Calcutta-1, 
in which the Calcutta Offices of a number of other Birla Group of Companies are 
situated. 

(b) Common Provident Fund—The company along with several other Birla Group of Com¬ 
panies is a member of the Birla Bros. Pvt. Ltd. Provident Fund Institution and Birla 
Industries Provident Fund. 
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(c) Eastern India Services & Marketing Co. Ltd. and Shree Services & Trading Co. Ltd.’. 
Both these companies are rendering various types of services and facilities to this com¬ 
pany as well as to several other Birla Group of Companies. M/s. Birla Jute paid Rs. 
69,975/- to the aforesaid two companies during the year ending 31-3-71. 

(7) The investment of the company as on 31-3-71 came to Rs. 159.10 lakhs. Out of these, 
investments to the tune of Rs. 124.41 lakhs were made in Birla Group of Companies. 
The company had invested Rs. 28.05 lakhs in M/s. Uganda Bags and Hessain Mills Ltd,— 
a foreign company in which M/s. Birla Jute has participated. 

(8) Proxies in favour of Shri M.P. Birla, Chairman of the Board of Directors of the company 
were received in respect of shares carrying 17,46,394 votes for the Annual General Meeting 
of the company held on 15-9-71. Similarly, proxies for 7,74,454 votes were received in 
favour of Shri R.K. Chhaochharia (President of the company) for the Annual General 
Meeting held on 29-9-70. 

(9) (a) The Company had been borrowing and lending from/to Birla Group of Companies 
For example the total amount advanced to the following Birla Group of Companies, 
and outstanding as 17-10-70 was Rs. 21,50,000. 

(i) M/s. Bihar Alloy Steels Ltd. Rs. 13,50,000 
(ii) M/S. Gwalior Webbing Co. Ltd. Rs. 8,00,000 

Similarly, a sum of Rs. 38,25,000 was due to M/s. India Linoleums Ltd. (subsi¬ 
diary of the company) on 17-10-70 from this company. 

(b) The company had issued a Letter of Guarantee to Bihar Alloy Steels Ltd. and/or Kreditan- 
stalt-Fur-Wheeleranfban, (Germany) that it will meet any shortfall in financing the cost 
of the Alloy Tool and Special Steel Project of M/s. Bihar Alloy Steels Ltd. (one of the 
Birla Group of Companies). 

(c) The company has issued a letter of undertaking to the I.D.B.I., and I.F.C., to the effect 

that the company will not sell, transfer or otherwise dispose of its shareholding in Bihar 
Alloy Steels Ltd. (one of the Birla Group of Companies) without the prior approval of 
LD.B.I. and I.F.C. 

(10) The percentage of shares held by the L.I.C., public financial institutions etc. {vide item 
3(a) above with reference to the total voting power of the company come to 10.42. 

According to the above analysis the voting power controlled by the ‘group’ come to 46.22 %• 

(11) The voting rights in respect of 195,484 equity shares in the company vest in the Public 
Trustee. These shares include 100,484 shares owned by Birla Education Trust but register¬ 
ed in the joint names of Svs. G.D. Birla and M.P. Birla, and 95,000 shares owned by Shree 
Krishnarpan Charity Trust but registered in the name of United Commercial Bank, Cal¬ 
cutta. Even if the voting power in respect of these shares is excluded the voting power 
of the ‘group’ would come to 41.32%. 


Annexure ‘J4’ 

M.S. KESORAM INDUSTRIES & COTTON MILLS LTD. 


Names of Directors: 


(1) Shri B.K. Birla 

• (Chairman) 

(2) Shri K.G. Maheshwari 

• 

(3) Shri H.L. Somani 

• (Brother of Shri O.M. Somany who is daughter’s 
husband of Shri B.M. Birla. Also a Director 
in M/s. Birla Jute Mfg. Co. Ltd.) 

(4) Shri P.D. Himmat Singhka 

• (Associated with the group as would be seen 
from the details given in item (1) of Annexure 
‘El’ relating to M/s. Birla Cotton Spinning 
& Weaving Mills Ltd. Qlso a Director in M/s. 
Birla Jute Mfg. Co. Ltd.) 


(5) Shri R.K. Bhuwalka 


(6) Shri B.P. Roy 
17—7 M of LJ & CA/ND 79 
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Total number of equity shares & other shares 
carrying voting ri^ts: 

tl") Total No. of equity shares (as on 31-3- 

71) . 

29,99,522 

Analysis of shareholding (1000 or more as on 

29-12-70):— 

(a) L.I.C. Public Financial Insitutions, 

Nationalised Banks & Insurance Com¬ 
panies : 

L.I.C. . 

4,04,792 

Unit Trust of India 

52,930 

South India Insurance Co. Ltd. 

5,375 

India Reinsurance Corpn. Ltd. 

24,800 

Ruby General Insurance Co. Ltd. 

1,67,500 

New Indian Assurance Co. Ltd. 

43,200 

Bank of India, Bombay • 

2,365 

Central Bank of India, Calcutta 

f3,761 

(.1,000 

Punjab National Bank, Calcutta 

2,063 

Bank of Baroda, Calcutta 

568 

Allahabad Bank, Calcutta 

360 

Total • 

7,08,714 

(23-62%) 

(b) Members of the ‘group’ along with their 
relatives:— 

Shri K.K. Birla 

25,124 

Smt. Sharada Devi Birla • 

f 8,250 
11,762 

Smt. Sarla Devi Birla ♦ 

5,624 

Smt. Chandrakaladevi Daga 

7,988 

Shri G.P. Birla 

24,000 

Shri Vikram Somani 

6,000 

Shri S.K. Birla 

1,000 

Shri Adiya V. Birla 

5,700 

Shri B.K. Birla 

8,299 

Smt. Asha Devi Daga 

11,074 

Smt. Bhagwani Devi Mohta 

9,250 

Smt. Jyotsna Poddar 

5,624 

Miss Malti Somani (By her father and 

Natural Guardian Shri O.M. Somany) 

5,180 

Smt. Uma Devi Jhawar • 

4,311 

Shri Adiya Vikram Birla (Through 

United Commercial Bank Calcutta) • 

18 

Smt. Sushila Devi Birla • 

1,874 

Smt. Sumangla Birla 

1,500 

Shri L.N. Birla 

12,000 

Shri Basant Kumar Jhawar 

88 

Smt. Laxmi Devi Newar • 

2,559 

Miss. Manju Shree Birla (Minor) 

(father B.K. Birla) 

1,874 
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Shri Onkarmal Somani 

7,500 

Shri Shashi Kumar Somani 

9,000 

Shri K.G. Maheshwari 

2,061 

Smtl Shanti Devi Maheshwari 

4,011 

Shri K.G. Maheshwari 

1,861 

Smt. Gopi Kumar Birla (2,250 plus 

3099) (Joint A/cs.) 

5,349 

Smt. Jayashree Mohta 

5,719 

Shri D.P. Mandelia 

1,874 

Total- 

2,00,186 


(c) Inter-corporate Investments controlled 


by the ‘group’:— 


Jayant Investment Corpn. (P) Ltd. 

30,707 

Jayant Investment Corpn. (P) Ltd. 

5,824 

(through Bank of Baroda, Calcutta). 


Punjab Produce & Trading Co. Ltd. • 

67,124 

Birla Bombay (P) Ltd. 

5,600 

East India Investment Co. (P) Ltd. • 

22,600 

Godavari Corporation 

12,498 

Industrial Trust Ltd. 

64,124 

Adiya Investment (P) Ltd. 

23,259 

Pilani Investment Corpotation 

3,89,149 

Gwalior Finance Corpn. Ltd. 

65,000 

Baroda Investment Co. Ltd. 

40,050 

Gwalior Webbing Co. Ltd. 

3,600 


Total 

(d) Shares controlled by the.'group’ although 
registered in the names of trusted 
employees/banks/registered societies/ 
trusts along with reasons indicating 
control. 


7,29,805 (24-33%) 


(i) All India Hindu (Arya) Dharma 
Sewa Sangh: 

It is a registered society which is con- 4,549 
trolled by the ‘group’. The shares 
held by it are, therefore, con¬ 
sidered as controlled by the ‘group’. 

(ii) Svs. A.L. Geoenka and K.C. Chatter- 
jee ..... 30,000 

Shri Goenka is a trusted employee of the 
group as would be seen from the 
details given in item (1) of Annexure ‘ET 
relating to M/s. Birla Bros. Pvt. Ltd. 

Shri Chatterjee is another trusted 
employee of the ‘group’ as would be 
seen from the details given in item (1) 
of Annexure ‘El’ relating to M/s. Cen¬ 
tral India Industries Ltd. The Shares 
in question are held by these two per¬ 
sons on behalf of M/s. Pilani Foxmda- 
tion—a trust controlled by the ‘group’. 

These shares are, therefore, considered 
as controlled by the ‘group’ 
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(iii) Sh. Baij Nath Saboo jointly with Shri 
Vidhu Sekhar 

Shri Saboo is a trusteed employee of the 
‘group’ as would be seen from the de¬ 
tails given in item (1) of Annexure ‘El’ 
relating to M/s. Central India Industries 
Ltd. The shares in question are held 
by these two persons on behalf of Smt. 
Durga Devi Memorial Trust, which 
is controlled by the ‘group’. In 
view of this, these shares are con¬ 
sidered as controlled by the ‘group’. 

(iv) Birla Institute of Technology and Science . 

This institute has been considered as con¬ 
trolled by the ‘group’. It is pertinent 
to mention here that it had granted 
proxies in favour of Svs. B.K. Birla/ 
S.K. Parekh (Secretary of the Com¬ 
pany for the Extra Ordinary General 
Meeting of M/s. Kesoram Industries 
which was held on 21-5-71. The 
shares in question arc, therefore, 
considered by the ‘group’. 

(v) Svs. G.D. Thirani & K. P. Singhi 

These two persons are trusted employees of 
the ‘group’ as would be seen from the 
details given in item 3(d) of Annexure 
‘El’ relating to M/s Birla Cotton Spin¬ 
ning & Weaving Mills Ltd. The shares 
in question are held by these two per¬ 
sons on behalf of Shashi Kant Trust— 
a trust controlled by the ‘group’. These 
shares are, therefore, considered as con 
trolled by the ‘group’. 

(v/) Shri K.C. Chatterjee 

Shri Chatterjee is a trusted employee of the 
‘group’ as would be seen from the de¬ 
tails given in item (1) of Annexure ‘El’ 
relating to M/s Central India Indus¬ 
tries Ltd. He is holding the shares in 
question on behalf of Shri Chandra- 
lekha Trust, which is a trust controlled 
by the ‘group’. In view of this, these 
shares are considered as con- 
tioiled by the ‘group’. 

(vii) Shri K.P. Singhi 

He is the President of Sirpur PaperlMills’and 
senioi Executive in Orient Paper Mills, 

He is also a trustee in Shashi Kant 
Trusi—a tiust controlled by the ‘group’. 
He is a trusted employee of Birlas and 
IS holding these shares on behalf of 
Pilani Foundation, another trust con¬ 
trolled by the ‘group’. The shares in 
question are, therefore, considered as 
controlled by the ‘group’. 


1.83,225 


9,000 


7,500 


3,000 



249 


(v/7/) Shri S.N. Gupta • • • 13,500 

Shri Gupta is a trusted employee of the 
‘group’ as would be seen from the de¬ 
tails given in item (1) of Annexure ‘El’ 
relating to M/r Sekhawati General 
Traders Ltd. He is holding these shares 
on behalf of M/s. Woodland Trust a 
trust controlled by the ‘group’. The 
shares in question are, therefore, con¬ 
sidered as controlled by the ‘group’. 

{ix) Sitaram Bhandar Trust • • • 16,424 

This is a registered Society controlled by 
the ‘group’. Hence these shares are 
considered as controlled by the ‘group’. 

(x:) United Commercial Bank • • 2,437 

5.624 

8.624 

5.624 
1,27,500 

The United Commercial Bank, Calcutta has 
intimated that it held 2,437, 5,624, 

8,624, 5,624 and 127,500 shares on 
behalf of Jaya Shree Charity Trust, 

Vishva Mangal Trust, Hindustan 
Charity Trust, Shashi Kumar Trust and 
Shree Krishnarpan Charity Trust res¬ 
pectively. All these trusts are control¬ 
led by the ‘group’, and as such the 
shares held on their behalf are consi¬ 
dered as controlled by the ‘group’. 

4,25,257 (14-17%) 

4. Percentage of voting power controlled by the 
‘group’, (3(b) plus 3(c) plus 3(d)): 

3(b) 2,00,186 

3(c) 7,29,805 

3(d) 4,25,257 

13,55,248 (45-17%) 

5. Other evidence showing control of the ‘group’. 

(1) Prior to the abolition of the system of managing agency. M/s. Kesoram Industries, M/s 
Birla Cotton Spg. & Wvg. Mills Ltd., Birla Jute, Hindustan Motors Ltd., Jaya Shree Tea «fe Industrie® 
Ltd., Orient Paper, Sirpur Paper, Sirsilk Ltd., Sutlej Cotton Mills Ltd. and Textile Machinery Corpn. 
Ltd., were being commonly managed by M/s. Birla Bros. (P) Ltd., a company closely controlled by 
the ‘group’. 

(2) Shri B.K. Birla was the Chairman of the Board of Directors, Sv:. K.G. Maheswary, and 
Shri H.L. Somany (Shri B.M. Birla’s daughter’s husband’s brother) were Directors of the company 
prior to the abolition of the system of Managing Agency. Even after the abolition of the system of 
Managing Agency Shri B.K. Birla is the Chairman of the Board of Directors, and S/Shri K. G. 
Maheswary and H.L. Somany are the Directors of the company. The role of the Chairman has 
been dibcu. sed in para 30 of the report. 

(3) Even after the abolition of the system of managing agency, the erstwhile managing 
agents M/s. Birla Bros. Pvt. Ltd. a company closely controlled by the ‘group’ is continuing to guarantee 
jhe borrowing arrangements of some of the companies formerly managed by them. As a matter of 
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,act, M/s Birla Bros. Pvt. Ltd. are guaranteeing the borrowing arrangements of M/s Kesoram 
industries, Jayshree Tea and Industries Ltd., Bally Jute Co. Ltd., Birla Jute, Sirpur Paper, Orient 
Paper, Birla Cotton Spg. & Wvg. Mills Ltd. and Textile Machinery Corpn. Ltd., companies which 
were formeily managed by them. This matter has been discussed m paras 62 to 65 of the report. 

(4) M/s. Jayshiee Exporters Ltd. (one of the Birla Group of Companies) have been appointed 
by the company as its agent for canvassing sales and securing orders for the products of “Kesoram 
Spun Pipes and Foundries” etc. (vide company’s agreement dated 13-1-1972 with the said agents). 

(5) The company is sharing several common facilities with other Birla Group of Companies. 
The details of some of these important facilities are given below: 

(a) M/s. Eastern India Services & Marketing Co. Ltd. and Shree Services and Trading Co. Ltd' 

Both these companies are rendering various types of common services and facilities to 
this company as well as to several other Birla Group of Companies. M/s Kesoram 
Industries paid Rs. 1,29,359 to the aforesaid two companies during the year ending 
31-3-1971. 

(b) The company is having its head office at 9/1, R.N. Mukherjee Road, Calcutta-1, in which 
the Calcutta Offices of a number of other Birla Group of companies are situated. 

(c) Common Provident Fund. 

The company along with several othei Birla Gioup of companies is a member of the Birla 
Bros. Pvt. Ltd. Provident Fund Institution, and B.rla Industries Provident Fund. 

(6) The investments ot the company as on 31-3-1971 came to Rs. 49-84 lakhs. Out of these, 
investments, to the tune of R-. 49-04 lakhs were made in Birla Group of Companies. 

(7) Proxies in favour of Shri B.K. Birla in lespect of shares carrying 658,688 votes and 958,722 
votes were received for the general meetings of the company held on 11-8-69 and 21-5-71 respectively 
For the general meetings held on 16-5-70 and 29-12-71, prioxies for 673,695 votes and 926,218 votes 
respectively were received in favour of Shri M.L. Bagiodia, President of the Company. 

(8) M/s. Manjuihree Industries Ltd. (one of the Birla Group of Companies) were appointed 
by the company with effect from 1-5-69 for a period of 5 years as the company’s liaison agents, (yide 
the company’s agreement dated 1-8-69 with the said Manjushree Industries Ltd.). 

(9) The percentage of shares held by the L.I.C. other public financial institutions etc. (vide 
item 3(a) above), with reference to the total voting power of the company came to 23-62%. 

According to the above analysic, the voting power controlled by the ‘group’ came to 45 -17 %. 

(10) The voting rights in respect of 127,500 shaies which were the beneficial property of Shree 
Krishnarpan Charity Trust, but were registered in the name of United Commercial Bank, Calcutta, 
vest in the Public Trustee. Even if the voting lights in respect of these shares are ignored the voting 
power of the ‘group’ would come to about 41 %. 

Annexure ‘J5’ 

ORIENT PAPER MILLS LIMITED 


1. Names of Directors 

(1) Shri G.P. Birla • 

(2) Shri A.L. Goenka - 

(3) Shri N. Sunderesan 

(4) Shri R.K. Kanoria 

(5) Shri G. Basu 

(6) Shri J.P. Poddar 

(7) Shri S.A. Lai 


Chairman 

Vice-Chairman 

(Also Financial Adviser in this Company). 

(He is also a Director in Upper Ganges Sugar 
Mills Ltd.). 


2. Total number of equity shares and other shares carrying voting rights: 

Equity shares. 38,17,450 



251 


Analysis of Shareholding as on 31-3-71 

(a) L.I.C. Public Financial Institutions Nationalised Banks 


and Insurance Companies 

L.I.C.. 3,69,510 

Ruby General Insurance Company. .... 1,60,040") 

Limited (through Bank of India Calcutta) • • • 15,000j 

Indian Guarantee & General Insurance Company Ltd. • 26,400 

Allahabad Bank Nominees Limited, Calcutta • • 100 


Total 5,71,050 (14-96%) 


(b) Members of the 'group' along with their relatives 
Shri G.D. Birla & Shri M.P. Birla 

Smt. Nirmala Birla. 

Smt. Bhagwan Devi Mohta .... 
Shri G.D. Birla (Joint account Shri G.P. Birla) 

Smt. Savitri Thirani. 

Shri Vikram Somany. 

Smt. Ganga Somany. 

Shri K. Kumar (Sh. K.K. Birla) • 

Smt. Rukmani Devi Birla 

Mrs. Anjalika Somany .... 

Shri Aditya Vikram Birla .... 

Shri B.K. Birla . 

Smt. Chanderalekha Poddar 

Shri Ganga Parsad Birla .... 

Shri L.N, Birla . 

Shri Onkar Mai Somany .... 

Shri Onkarmal Somany & Smt. Ganga Somany 

Smt. Rajshree Birla. 

Shri Ranjan Kumar Poddar 

Smt. Sushila Devi Birla 

Smt. Sarala Devi Birla .... 

Smt. Sumangala Birla. 

Shri Sashi Kumar Somany .... 


2,70,063 

91,874 

12,700 

50.400 
18,200 
12,200 

20.400 
10,660 
20,600 


5,000 

3.600 
7,900 

6.600 
2,000 
1,000 
6,000 
"2,320 
.7,900 
3,000 
2,000 
5,000 
5,460 
4,100 
1,300 

1,000 

6,400 


Total 


5,77,677 (15-13%) 


(c) Inter-corporate investments controlled by the 'group' 

Central India Industries Limited. 3,87,180 

Industrial Trust Limited. 1,20,200 

Hindustan Discounting Company Ltd. .... 57,200 

Punjab Produce & Trading Co. Ltd. .... 1,64,140 

Shekhawati General Traders Ltd.. 1,90,660 

East India Investment Co. Ltd. 35,000 

Gwahor Finance Corpn. Ltd.. 33,150 

Jayant Investment Corpn. Ltd.. 38,220 
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National Engineering Industries Ltd. 

Universal Trading Company Ltd. • 

Aditya Investments Pvt. Ltd. 

Produce & Share Brokers Ltd. 

Pilani Investment Corpn. Ltd. 

Rajasthan Industries Ltd. .... 

Total 


13,780 

10,400 

4,550 

3,000 

8,200 

7,800 

10,73,480 (28-12%) 


(d) Shares controlled by the ‘group' although registered in the 
names of trusted employeesibanksjregistered societies/ 
trusts along with reasons indicating control 

(1) Birla Institute of Science & Technology— • • 93,863 

This Institute is controlled by the group and as such 
the shares held by it will be considered as controlled 
by the ‘group’. It may be mentioned here that the 
Institute had foi the Annual General Meeting of M/s. 

Orient Paper Mills which was held on 30-10-1971, 
granted proxies in favour of Shri S.K. Kajriwal/D.P. 

Tulsyan, Senior Executives of this company. 

(2) All India Hindu (Arya) Dharam Sewa Sangh Trust— 12,400 

This is a registered society which is controlled by the 
‘group’ and as such the shares held by it will be consi¬ 
dered as controlled by the ‘group’. It may be men¬ 
tioned here that society had granted proxies in favour 
of Shri N.M. Birla/Shri D.P. Tulsyan, Senior Execu¬ 
tives of M/s. Orient Paper Mills for the Company’s 
Annual General Meeting held on 30-10-71. 

(3) Shri A.L. Goenka. 17,000 

Shri Goenka is associated with the group as would be 
seen from the detads given in item (1) of Annexure ‘El’, 
relating to M/s. Birla Bros. Pvt. Ltd. These shares 
are held by him on behalf or Chandrakant Trust which 
is a trust controlled by the ‘gioup’. It may be men¬ 
tioned here that the trust had gi anted proxies in favour 
of Shri N.M. Birla/Shri S.K. Kejriwal Senior Exe¬ 
cutives of M/s. Orient Paper Mills for the company’s 
Annual General Meeting held on 14-11-70. In view 
ol this, the shares in question are considered as con¬ 
trolled by the ‘group’. 

(4) Shri Baij Nath Saboo (Joint account with Shri Vidhu 21,000 

Sekhar). 

Shri Saboo is a trusted employee of the ‘group’ as 
would be seen from the details given in item (1) of 
Annexure ‘El’, relating to M/s. Cential India Indus¬ 
tries Ltd. The Shares in question are held by him 
on behalf of Smt. Durga Devi Memorial Trust—a trust 
controlled by the ‘group’. These shares are, there¬ 
fore, considered as controlled by the ‘group’. 

(5) Shri Babulal Champalal Biyani .... 11,200 

Shri Biyani is a trusted employee of the ‘group’ as 
would be seen from the details given in item (1) of 
Annexure ‘El’, relating to M/s. Kamal Trading 
Company Pvt. Ltd. The shares in question are held 
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by him on behalf of Birla Academy of Art and Culture 
which is controlled by the ‘group’. It is pertinent to 
mention here that the Academy had granted proxies 
in favour of Shri S.K. Kejiiwal/D.P. Tulsyan, Senior 
Executives of M/s. Orient Paper Mills Ltd. for the 
company’s Annual General Meeting whieh was held 
on 30-10-71. These shares are, therefore, eonsidered 
as controlled by the ‘group’. 

(6) Shri Dedraj Marda—. 

Shri Marda is a trusted employee of the ‘group’ as 
would be seen fiom the details given in item (1) of 
Annexure ‘ET, relating to M/s. Bengal Rubber 
Company Ltd. The shares in question are held by 
him on behalf of M/s. Vishnu Bhandar Trust, a 
private trust controlled by the ‘group’. Fur¬ 
ther, the trust had granted proxies in favour of Shri 
N.M. Birla/S.K. Kejriwal, Senior Executives of M/s. 
Orient Paper Mills Ltd. for the company’s Annual 
General Meeting held on 14-11-1970. 

In view of the above, the shares in question are 
considered as controlled by the ‘group’. 

(7) Shri Gopi Chand Dhariwal (joint account with Shri 
K.C. Bagri). 

Shri Dhariwal is a trusted employee of the ‘group’ as 
would be seen from the details given in item (1) of 
Annexure ‘ET, relating to M/s. Bengal Rubber Com¬ 
pany,Ltd. Shri Bagri is an officer in M;S. Eastern India 
Services and Marketing Company Ltd. and M/s. Sirpur 
Paper Mills Ltd. The shares in question were held by 
these two persons on behalf of Shiee Krishna Bhandar 
Trust—a trust conti oiled by the ‘group’. Further 
the trust had granted proxies in favour of Shri S.K. 
Kejriwal/D.P. Tulsyan, Senior Executives of M/s. 
Orient Paper Mills Ltd. for the company’s Annual 
General Meeting which was held on 30-10-71. In 
view of this, these shares are considered as controlled 
by the ‘group’. 

(8) Shri K.C. Chatterjee (joint account with Shri O.M. 
Somany). 

Shri Chaterjee is a trusted employee of the ‘group’ as 
would be seen from the details given in item (1) of 
Annexure ‘ET, relating to M/s. Central India Indus¬ 
tries Ltd. Shri O. M. Somany is the daughter’s 
husband of Shri B.M. Birla. The shares in question 
are held by these two persons jointly on behalf of 
Chandralekha Trust—a private trust controlled by the 
‘group’. Further the trust had granted proxies in 
favour of Shri N.M. Birla/S.K. Kejriwal, Senior 
Executives of M/s. Orient Paper Mills for the 
company’s Annual General Meeting which was held 
on 14-11-1970. 

In view of the above, the shares in question are 
considered as controlled by the ‘group’. 

(9) Shri S .N. Gupta. 

Shri Gupta is a trusted employee of the group as 
would be seen from the details given in item (1) of 
Annexure ‘El’, relating to M/s, Sekhawati General 


31,900 


11,442 


15,000 


13,000 
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Tradeis Ltd. The shares in question are held by him 
on behalf of Woodland Trust—a private trusi con¬ 
trolled by the ‘group’. Fuither, the trust had granted 
proxies in favour of Shri S.K. Kejriwal/D.P. Tulsyan, 

Senior Executives of M;s. Orient Paper Mills Ltd. for 
the company’s Annual General Meeting held on 
30-10-1971. 

In view of the above, the shares in question are consi¬ 
dered as controlled by the ‘group’. 

(10) United Commercial Bank Calcutta • • • 2,000 

The bank has intimated that the shares in question 
were held by them on behalf of Birla Academy of Art and 
Culture which is controlled by the Group. The shares in 
question are, therefore, considered as controlled by the 
group, 

(11) United Commercial Bank Calcutta .... 2,00,000 

The bank has intimated that the shares in question are 
held by them on beahlf of Krishnapan Charity Trust— 
a trust controlled by the group. The shares are, therefore, 
considered as controlled by the group. 

(12) United Commercial Bank, Calcutta .... 28,000 

The bank has intimated that these shares are held by 
them on behalf of Hindustan Chanty Trust which is a 
trust contiolled by the group. These shares are, therefore, 
considered as controlled by the group. 


Total (3(d)) • 4,56,805 (11-97%) 


4. Percentage of voting power controlled by the ‘group’ 3(b) plus 


3(c) plus 3(d) 

3(b) .. 5,77,677 

3(c) . 10,73,480 

3(d) . 4,56,805 


21,07,962 (55-22%) 


5. Other evidence showing control of the ‘group’ 

(1) Prior to the abolition of the system of Managing Agency, M/s. Kesoram Industries, M/s. 
Birla Cotton Spg. & Wvg. Mills Ltd., Birla Jute, Hindustan Motors Ltd., Jay Shree Tea 
& Industries Ltd., Orient Paper, Sirpur Paper, SirsilkLtd., Sutlej Cotton Mills Ltd., and 
Textile Machinery Corpn. Ltd., were being commonly managed by M/s. Bala Bros. (P) 
Ltd., a company closely contiolled by the ‘group’. 

(2) Shn G.P. Birla and Shri A.L. Goenka (a trusted employee of Birlas) were Chariman and 
Vice-Chariman respectively of the Boaid of Directors of the company before the abolition 
of the system of Managing Agency. Even after the abolition of the system of M anaging 
Agency, Shn G.P. Birla is the Chairman of the Board of Directors and Shri A.L. Goenka 
is the Vice-Chairman of the Board of Directors of ihis Company. The lole of Chariman 
has been discussed in para 30 of the leport. 

(3) The Board of Directors in their meeting held on 2nd April, 1970, appointed a Business 
Advisory Committee with Shri A.L. Goenka as Chairman, Shri J.P. Poddar and Shri 
C. Basu as members. Shri R.K. Kanoria (Director in M/s. Jute Exporters and M/s. 
Upper Ganga Sugar Mills) was substituted in place of Shri J.P. Poddar in Board’s 
meeting held on 29-1-1971. 
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(4) Even after the abolition of the system of Managing Agency, the erstwhile managing agent 
M/3. Birla Bros. Pvt. Ltd. a company closely controlled by the ‘group’ is continuing to 
guarantee the borrowing arrangements of some of the companies formerly managed by 
them. As a matter of fact, M,s. Birla Bros. Pvt. Ltd. are guaranteeing the borrowing 
arrangements of M/s. Kesoram Industries, Jay Shree Tea and Industries Ltd., Bally 
Jute Co. Ltd. Birla Jute, Sirpui Paper, Orient Paper, Birla Cotton Spg. & Wvg. Mills Ltd. 
and Textile Machinery Coipn. Ltd., companies which were formerly managed by them. 
This matter has been discussed in paras 62 to 65 of the report. 

(5) (a) M/o. East India Produce Company Ltd., London in which Shri B.M. Birla is a 

Director and which was an associate of M/S. Birla Gwalior Pvt. Ltd. and Birla 
Bros. Pvt. Ltd. is acting as purchasing and selling agents ot M;S. Birla Jute and as 
buying agents of M/s. Gwalior Rayon Century Spinning, J.C. Mills, Hindustan 
Motors, Orient Paper Mills and Sirpur Paper Mills. 

(b) M/s. American East India Corporation, New York which was a subsidiary of 
M/s. East India Produce Company Ltd., is acting as the purchasing agents of the 
company as well as of M/s. Sirpur Paper Mills, Birla Jute and Century Spinning. 

(6) The company is sharing several common facilities with other Birla Group of Comp¬ 
anies. The details of some of these important facilities are given below:— 

(a) M/s. Eastern India Services and Marketing Co. Ltd., and Shree Services and Trading 
Co. Ltd. (both the companies controlled by the ‘group’). Both these companies 
are rendering various type ot common services and facilities to this company as 
well as to several other Birla Group of Companies. M/s. Orient Paper Mills paid 
Rs. 3,48,449 to the afoiesaid two companies during the year ending 31-3-1971- 

(b) Common Provident Fund 

The company, along with several other Birla Group of companies, is a member of 
the Birla Brothers (P) Ltd. Provident Fund Institution, and Birla Industries Pro¬ 
vident Fund. 

(c) M/s. Eastern India Services and Marketing company Ltd., were appointed as Export 
Agents for promoting exports of goods for one year w.e.f. 1-4-70 on commission basis 
at the rate of 2^% of the total value of exports vide Board’s meeting on 18th March, 
1970. 

(7) The investments of the company as on M-3-11 came to Rs. 95-87 lakhs. Out of these, 
investment to the tune of Rs. 42-29 lakhs were made in Birla Group of companies. 
Rs. 41 • 52 lakhs were invested in Pan African Paper Mills (E.A.) Ltd. which has been set 
up in technical and financial collaboration with this company. Rs. 10-75 lakhs were 
invested in Government Securities. 

(8) The company obtained proxies for 9,74,224 votes in favour of Shri S. K. Kejriwal (Asst- 
Vice-President of the company) for its annual general meeting held on 30-9-69. The 
company also obtained proxies for 9,26,790 votes in favour of Shri N.M. Birla (Vice- 
President of the company) for its Annual General Meeting which was held on 14th 
November, 1970. Similarly for its Annual General Meeting held on 30th October, 
1971, the company obtained proxies for a total of 11.93,981 votes in favour of S/Shri 
N.M. Birla, S. K. Kejriwal, B.K. Vyas (Secretary of the company) and A.L. Goenka. 

(9) The company granted a loan ofRs. 25 lakhs @11% per annum to M/s. Hyderabad 
Asbestos Cement Products Ltd., (one of the Birla Group of Companies) vide Board’s 
minutes dated 11-5-70. Another loan of Rs. 15 lakhs @11% per annum was granted 
to M/s. Hyderabad Asbestos Cement Products Ltd. vide Board’s minute dated 26th 
June, 1970. 

(10) The company has been appointed as the Technical Consultants of M/s. Sirpur Paper Mills 
Ltd. (one of selected companies) on Rs. 10,000/- per month. This matter has been dir- 
cussed in para 50 of the report. 

(11) The company in 1970 sent letters to M/s. Hyderabad Asbestos Cement Products Ltd. 
and M/s. Hyderabad Agencies Ltd., offering to make payment of their shares to M/s 
Birla Buildings Ltd. and M/s. Birla Brothers (P) Ltd. Provident Fund Institution. All 
three companies mentioned earlier-hre Biila Group of Companies. 
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(12) Loans of Rs. 15 lakhs and Rs. 5 lakhs @ 11% per annum weie granted to M/s. York 
India Ltd. (One of the Birla Group of Companies) on 28-10-70 and 24-9-71. 

(13) The percentage of shares held by the L.LC., other Public Financial Institutions etc. with 
reference to total voting power of the company came to 14-96%. 

According to the above analysis the voting power controlled by the group came 
to 55-22%. 

(14) The voting rights in respect of a toial of 470063 Equity shares of the company vest in the 
Public Trustee. These shares include 2,00,000 shares owned by Shree Krishnarpan Charity 
Trust, registered in the name of United Commercial Bank, Calcutta-1, and 2,70,063 shares 
owned by the Birla Education Trust, but registered in the joint names of S/Shri G.D. 
Birla and N.P. Birla. Even after excluding these shares the voting power of the group 
comes to 42-92%. 


Annexure ‘J6’ 

CENTURY SPINNING & MFG. CO. LTD. 

1. Name of Directors 

1. Shri R.D. Birla 

2. Shri S.K. Birla 

3. Shri Pradip Kumar Daga 

4. Shri Rasiklal Maneklal 


5. Shri Naval Chand T. Shah 

6 . Shri Anandilal H. Seth. 

7. Shri E.B. Desai 

8 . Shri Ramnath A. Poddar 

9. Shri Madan Mohan R. Ruia 

2. Total number of equity shares and other shares carrying voting rights 


No. of equity shares. 354,082 

3. Analysis of shareholding as on 22-6-71; 

(a) L.LC., Public financial institutions, nationalised banks and insurance companies;— 

L-LC.. 30,770 

Unit Trust of India. 6,559 

India Reinsurance Corp. Ltd.. E600 

New Great Insurance Co. of India Ltd. ...... -750 

Ruby General Insurance Co. Ltd. . 2,616 

Advance Insurance Co. Ltd. (through Union Bank of India)- • • 448 

Central Bank of India, Bombay. 162 

State Bank of India, Bombay ........ 274 

Dena Bank, Bombay. 151 

United Commercial Bank, Bombay ...... 

United Commercial Bank, Calcutta ....... 114 

Devkaran Nanjee Insurance Co. Ltd.. 45 O 


Chairman 


(daughter’s son of Sh. G.D. Birla) 

(He is also a Director in M/s. Birla Jute Manu¬ 
facturing Company Ltd., Indian Smelting and 
Refining Co. Ltd. Indian Tool Manufacturers 
Ltd. Oudh Sugar Mills and Orient General 
Industries Ltd., all Birla Group of Companies. 
He derives considerable income from Birla Jute 
by way of commission. 

He is an employee of M/s. Pilani Investment 
Corporation Ltd., a company controlled by the 
group. 


Total 


44,262 

(12-47%) 
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(b) Members of the ‘group’ along with their relatives:— 

Smt. Jyotsna Poddar ......... 22 

Smt. Umadevi Jhawar. 87 

Smt. Sumangala Birla. 78 

Shri S.K. Birla. 28 

Smt. Shobhana Birla. 45 

Smt. Chandrakala Devi Baga. 272 

Smt. Nandini Devi Nopany. 28 

Shri Pradip Kumar Daga ........ 22 

Shri R.D. Birla. 30 

Smt. Radha Devi Mohatta. 244 

S. P. Mandelia. 34 

Taramani Mandelia & S.P. Mandelia ...... 32 

T. S. Mandelia (through C.B.I. Bombay) ....•• 32 


954 

(0-27%) 

(c) Inter-corporate investments controlled by the‘group’:— 

Birla Bombay Pvt. Ltd. ........ 41 

Do. (through Central Bank of India, Bombay) • • • 2,036 

Do. (through Bank of Baroda) ..... 1,304 

Do. (through UCO Bank Bombay). 19 

Godavari Corpn. Ltd. (through UCO Bank, Bombay) • • • 725 

Jansewa & Investments Ltd.. 50 

Pilani Investment Corpn. Ltd.. 141,084 

Kesoram Industries & Cotton Mills Ltd. ..... 10,609 

Sutlej Cotton Mills Ltd. . 538 

Birla Jute Mfg. Co. Ltd. ........ 7,257 

Orient General Industries Ltd. .••••••• 11,959 

Birla Cotton Spg. & Wvg. Mills Ltd. ...... 145 

Maharashtra Commodity Trading Co. (P) Ltd. .... 150 


Total • 175,917 

(49-57%) 


banks/registered societies/trusts along with reasons indicating control:— 

(i) United Commercial Bank, Calcutta. 155 

The bank has intimated that 105 shares are held by the bank on behalf of Birla 
Academy of Art and Culture which is controlled by the ‘group’. 50 shares are held 
by the bank on behalf of All India Hindu (Arya) Dharam Sewa Sangh Trust, which is 
a registered society controlled by the ‘group’. As such the shares in question are con¬ 
sidered as controlled by the ‘group’. 

Total • 155(0-04) 

4. Percentage of voting power controlled by the ‘group’. (3(b) plus 3(c) plus 3(d):— 

3(b) .... 954 

(c) • • - - 175,917 

(d) - - - • 155 

Total - 177,026 49-88% 
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5. Other evidence showing control of the ‘group’. 

Prior to the abolition of the system of managing agency, M/s. Gwalior Rayon Silk Mfg. (Wvg.) 
Co. Ltd. Hindustan Aluminium Corporation Ltd. Century Spinning & Mfg. Co. Ltd. J.C. 
Mills Ltd. Ratnagar Shipping Co. Ltd. Universal Cables Ltd., and Bharat Tyres & Rubber Co. 
Ltd. were being commonly managed by M/s. Birla Gwalior Pvt. Ltd.—a company closely con¬ 
trolled by the ‘group*. 

(2) Shri R.D. Birla was the Chairman of the Board of Directors. Shri S.K. Birla was a Dir¬ 
ector of the company prior to the abolition of the system of managing agency. Even after the abolition 
of the system of managing agency Svs. R.D. Birla and S.M. Birla are the Chairman and Director 
respectively of the company. 

(3) The important role of Shri R.D. Birla as Chairman of the company has been discussed in 
para 30 of the report. 

(4) (a) Svs. G.D. Birla and B.K. Birla are cacting as Hony. Advisors to the company, after 
the abolition of the system of managing agency. 

(b) :— Shri D.P. Mandelia is the common Advisor in M/s. Gwalior Rayon, Century Spinning 
and J.C. Mills. He is also a Special Advisor in M/s. Hindustan Aluminium. 

(c) :— The important role of these Advisors who are members of the group has been discussed 
in paras 34, 35, 41, 42 and 43 of the report. 

(5) Guaranteeing arrangements; Even after the abolition of the system of managing agency, 
the erstwhile managing agents in M/s. Birla Gwalior Pvt. Ltd., a company closely controlled by the 
‘group’ is continuing to guarantee the borrowing arrangements of M/s. Century Spinning, Gwalior 
Rayon and Universal Cables—companies which were formerly managed by them. This matter 
has been discussed in paras 62 to 65 of the report. 

(6) (a) M/s. East India Produce Company Ltd., London, in which Shri B.M. Birla is a Director 
and which was an associate of M/s. Birla Gwalior Pvt. Ltd., and Birla Brothers Pvt. Ltd. is acting 
as purchasing and selling agent of M/s. Birla Jute and a buying agent of M/s. Gwalior Rayon, 
Century Spinning, J.C. Mills, Hindustan Motors, Orient Paper Mills and Sirpur Paper Mills, 

(b) M/s. Birla A.G. Zug (Switzerland) which is a subsidiary of M/s. J.C. Mills (one of the 
selected companies) is acting as the purchasing and selling agent of the company as well as of M/s- 
J.C. Mills, Birla Jute and Hindustan Aluminium in Europe and other countries. 

(c) M/s. American East India Corporation, New York which was a subsidiary of M/s. East 
India Produce Company Ltd. is acting as the purchasing agent of the company as well as of M/s. 
Sirpur Paper Mills, Orient Paper and Birla Jute. 

(7) The Company is sharing several common facilities with other Birla Group of Companies. 
The details of some of these important facilities are given below:— 

(a) Delhi Liasion Office —The Chief Resident Executive—Birla Gwalior Group of Industries 
(located at Delhi) is working in this capacity for M/s. Hindustan Aluminium Corporation, Gualior 
Rayon, J.C. Mills and Century Spinning. He is also attending to wok relating to M/s. Mysore 
Cements Ltd., Birla Institute of Technology and Science, and Birla Consultants Pvt. Ltd. The office 
of the Chief Resident Executive is attending to the work of the above mentioned companies at Delhi. 
It is pertinent to mention that there has been no change in this arrangement even after the abolition 
of the system of managing agency. Further according to the agreement dated 5-9-69 all expenses 
incurred by Delhi Office, except those which are attributable to the individual companies are to be 
borne by M/s.Hindustan Aluminium, Gwalior Rayon, J.C. Mills, and Century Spinning in an ad hoc 
manner i.e. 35%, 35%, 15% and 15% respectively. 

(b) Eastern India Services and Marketing Co. Ltd. —The above company is rendering various 

types of common services and facilities to this company as well as to other Birla Group of Companies. 
M/s. Century Spg. & Mfg. Co. Ltd. paid Rs. 7,296/-to M/s. Eastern India Services and Marketing 
Co. Ltd. during the year ending 31-3-71. 

(c) The company has rented a portion of its building namely, Century Bhawan, Bombay to 
house the Bombay office of M/s. Gwalior Rayon. 
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(d) Sharing of Aircraft:— The company is sharing the use of an Aircraft owned by M/s. Gwalior 
Rayon. According to the company’s agreement dated 31-1-1970, the sharing is done on no-profit 
no-loss basis along with M/s. J.C. Mills, Gwalior Rayon, Hindustan Aluminium Corporation 
Ltd.,—Birla Bros. (P) Ltd. BirJa Gwalior (P) Ltd., Birla Bombay (P) and Birla Consultants (P) Ltd. 

8. The investments of the company as on 31-12-71 came to Rs. 46-46 lakhs. Out of these, 
investments to the tune of Rs. 28-25 lakhs were made in Birla Group Companies. Rs. 15 lakhs were 
invested in M/s. Zuari Agro-Chemicals Ltd. which is one of the selected companies. 

9. Proxies were received in favour of Shri S.K. Birla a Director of the company, for the total 
number of 185,246, 181,878 and 176,556 votes respectively for the general meetings of the company 
held on 4-2-70, 26-6-70 and 22-6-71. Shri S.K. Birla was thus able to obtain proxies in his favour for 
52-17%, 50-96% and 49-76% of the total voting power for the aforesaid general meetings of the 
company held during the above mentioned three years. 

(10) The Board of Directors of the compiany, in their meeting held on 5-7-1969 decided to 
purcMse the entire block of land, buildings, machinery, stores finished goods, etc. belonging to Valkbh 
Textile Mills Ltd. (one of the Birla Group of Companies), which, subsequently, was renamed as 
Maharashtra Commodity Trading Co. (P) Ltd. (a company controlled by the group). 

11. The company issued undertaking letters to the L.I.C. and I.C.I.C.I. to the effect that shares 
held by the company in M/s. Century Enka Ltd. (one of the Birla Group of Companies) will not be 
transferred without the prior consent of the L.I.C. and the I.C.I.C.I. 

12. Conray Engineering—a division of the company entered into an agreement with M/s. 
Zuari Agro Chemicals Ltd. (selected company), for a big construction job. This Division also entered 
into consultancy agreement with Zenith Steel Pipes Ltd. (a Birla Group of Company). The matter 
regarding M/s. Zuari Agro has been discussed in detail in para 61 of the report. 

13. The percentage of shares held by L.I.C., public financial institutions, etc. (vide item 3(c) 
above) with reference to the total voting power of the company came to 12-47%. According to the 
above analysis the voting power controlled by the ‘group’ came to 49-88%. 

Annexure ‘J7’ 

HINDUSTAN ALUMINIUM CORPORATION LIMITED 
1. Names of Directors 

(1) Shri G.D. Birla 

(2) Shri A.V. Birla 

(3) Shri Surajmal Mohta 

(4) Shri G.D. Jhawar 


(5) Shri D.P. Goenka 


(6) Shri B.D. Goenka 

(7) Shri G.D. Binani 

(8) Shri Nadir Shah R. Mulla 

(9) Shri Edger F. Kaiser 

(10) Shri Marun L. Leo (Alternate— (Associated with the group) as would be seen from 

Shri B.P. Khaitan) details given in item 1 of Annexure ‘El’, relating 

to M/s. Birla Cotton Spinning & Weaving Mills 
Ltd. Also a Director in M/s. Hindustan 


Chairman 


(Sister’s son of Shri G.D. Birla) 

(Director in M/s. Central India Industries Ltd., 
a company controlled by the group. Also a 
Director in Electric Construction and Equip¬ 
ment Co. Ltd. 

(Also a Director in M/s. Bihar Alloy Steels Ltd., 
Ratnakar Shipping Co., Textile Machinery 
Corporation, & Universal Cables Ltd.—all 
Birla Group of Companies). 

(Also a Director in M/s.Ratnakar Shipping Co., 
Ltd.) 

(Deputy Chief Officer, Orient General Industries 
Ltd.) 
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Motors, Upper Ganges Sugar Mills, Bharat 
Sugar Mills, Electric Construction and Equip¬ 
ment Co., National Engineeing Industries 
Universal Industries & Cotton Mills & Birla 
Consultants (P) Ltd., all Birla Group of Com¬ 


panies). 

2. Total number of equity shares and other shares carrying voting rights: 

Total No. of Equity Shares as on 31-12-70 ...... 80,37,943 

3. Analysis of shareholding as on 1-1-71: 

(a) L.I.C., Public Financial Institutions, Nationalised Banks and Insurance 
Companies: 

L.I.C.. 1,00,768 

Unit Trust of India 13,534 

Indian Guarantee & General Insurance Company Limited • • • 35,000 

I.C.I.C.I.. 37,521 

India Reinsurance Corpn. Ltd. •••••••• 9,545 

The New India Assurance Co. Ltd. ...... 62,000 

The New Great Insurance Co. of India Ltd. ..... 5,010 

Ruby General Insurance Company Ltd. ...... 25,412 

South India Insurance Co. Ltd. ....... 10,080 

Vulcan Insurance Company Ltd.. 2,612 

Dena Bank, Bombay. 3,350 

Central Bank of India, Bombay. 50,506 

Union Bank of India, Bombay. 2,460 


3,57,798 

(4-45%) 


(b) Members of the ‘group’ along with their relatives: 
Shri Aditya Vikram Birla .... 
Do. 

Smt. Anusuya Devi Taparia .... 
Shri B.K. Birla . 


Shri B.L. Newar 
Shri Babu Lai Newar 
Shri Basant Kumar Jhawar 
Shri Bharat Kumar Taparia 
Smt. Jayashree Mohta 
Smt. Jyotsna Poddar 
Shri K.K. Birla 

Shri Lakshminiwas Birla • 
Shri M.P. Birla 

Smt. Laxmidevi Newar 
Smt. Kamala Devi Mantri 
Smt. Rajshree Birla • 

Smt. Sarala Birla 


f 10,251 
\ 24,000 
4,440 
2,000 

f 3,700 
6,060 
- 4,629 

20,000 

3,600 

9,150 

3.350 
2,040 
4,448 
6,100 

f 17,970 

I 1,000 

13,400 
/ 7,250 
\ 79,000 

4.350 
6,250 
6,700 

24,000 
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Smt. Sheela Newar • • .. 5,400 

Smt. Siunangala Birla. 2,600 

Smt. S.K. Birla. 1,000 

Shri D.P. Mandelia. 2,680 


Total • 2,73,368 

(3-43%) 


(c) Inter-corporate investments controlled by the ‘group’:— 

Aditya Investments Pvt. Ltd. (through Canara Bank, Calcutta) • • 15,410 

5,000 

East India Investment Co. Ltd.. 13,000 

Industrial Trust Ltd. .. 34,500 

Jayant Investment Corpn. Pvt. Ltd.. 36,180 

Do. (through UCO Bank, Calcutta) .... 50 

Jiyajee Rao Cotton Mills Ltd. . 3,26,893 

Kamal Trading Co. Pvt. Ltd.. 13,383 

Pilani Investment Corpn. Ltd.. 3,46,162 

The Punjab Produce & Trading Co. Ltd.. 8,894 

Shekhawati General Traders Ltd. . 5,650 

Sutlej Cotton Mills Ltd.. 9,39,992 

Do. (through UCO Bank, Calcutta) • • • • • 50,000 

Sutlej Cotton Mills Supply Agency Ltd.. 1,61,336 

Godavari Corpn. Ltd. (through UCO Bank, Calcutta) ... 67 

Asian Distributors Ltd. (through UCO Bank, Calcutta) ... 134 


Total • 19,56,651 

(24-34%) 


trusted employees/banks/registered societies/trusts along with reasons 
indicating control:— 

(i) Shri A.L. Goenka ... 4,340 

Shri Goenka is a trusted employee of the‘group’ as would be seen from 
the details given in item (1) of Annexure ‘El’ relating of M/s. Birla 
Bros. Pvt. Ltd. The shares in question are held by him on behalf of 
Mahadevi Birla Memorial Charity Trust which is controlled by the 
‘Group’. These shares are, therefore, considered as controlled by 
the ‘group’ 

(ii) Shri Babulal Biyani.. • • f 8,080 

4 12,391 

[ 5,480 

Shri Biyani is a trusted employee of the ‘group’ as would be seen from 
the details given in item (1) of Annexure ‘ET relating to M/s. iCamal 
Trading Company Pvt. Ltd. He held 8800, 12391 and 5480 shares 
of M/s. Hindustan Aluminium Corporation Ltd. on behalf of Aditya 
Vikram Birla Family Trust, Birla Academy of Art and Culture, and 
Kumaramangalam Birla Trust respectively. All these trusts are 
controlled by the ‘group’. These sMres are, therefore, considered 
as controlled by the ‘group’. It may be mentioned here that M/s. 

Birla Academy of Art and Culture had granted proxies in favour of 
Shri A.V. Birla/B.P. Khaitan for the Annual General Meeting of 
M/s. Hindustan Aluminium Corporation Ltd. which was held on 
7-6-71. 

18—7 M of U & CA/ND/79 
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(iii) Birla Institute of Technology & Science, Pilani • • 

This Institute has been considered as controlled by the ‘group’. The 
shares in question are, therefore, considered as controlled by the 
‘group’. 

(iv) Shri K.P. Singhi.. 

He is the President of M/s. Sirpur Paper Mills Ltd. and Senior Exe¬ 
cutive in M/s. Orient Paper Mills Ltd. He is also a trustee in Shashi 
Kant Trust, a trust controlled by the ‘group. He is a ‘trusted employee 
of the‘group’ and is holding these shares on behalf of Pilani Found¬ 
ation, another trust controlled by the ‘group’. The shares in question 
are, therefore, considered as controlled by the ‘group’. 

(v) United Commercial Bank, Calcutta ...... 


The Bank has intimated that 1000,1550, 3082, 9849 and 29609 shares 
were held by them on behalf of Sukriti Trust, Vishwa Mangal Trust, 
Manjushree Charity Trust, Jaya Shree Charity Trust and Birla Aca¬ 
demy of Art and Culture respectively. All the aforesaid trusts are 
controlled by the ‘group’ and as such the shares held on their behalf 
are considered as controlled by the ‘group’. 

Total 

(e) Foreign Collaborators: 

M/s. Kaiser Aluminium Chemical Corpn. (U.S.A) .... 

M/s. Kaiser Aluminium & Te>.hnical Services (U.S.A) 

Total 


4. Percentage of voting power controlled by the ‘group’ (3(b)-f 3(c)4-3(d)) 

3(b). 

3(c) •• • . 

3(d). 


2,37,414 


3,500 


r 1,000 

1,550 
■{ 3,082 

9,849 
29,609 


3,17,115 

(3-94%) 


19,82,530 

1,60,800 


21,43,330 

(26-67%) 


2,75,368 

19,56,651 

3,17,015 


25,49,034 

(31-71%) 

5. Other evidence showing control of the ‘group’ 

(1) Prior to the abolition of the system of managing agency, M/s. Hindustan Aluminium 
Gwalior Rayon Century Spinning, J.C. Mills, Ratnakar Shipping Co. Ltd. Universal 
Cable Ltd. and Bharat Tyre and Rubber Co. Ltd. were being commonly managed by M/s. 
Birla Gwalior Pvt. Ltd.—a company closely controlled by the ‘group’. 

(2) Shri G.D. Birla was the Chairman of the Board of Directors, and S/Shri A.V. Birla and 
Shri Surajmal Mohta (Sister’s son of Shri G.D. Birla) were the Directors of the company 
prior to the abolition of the system of managing agency. Even after the abolition of the 
system of Managing Agency Shri G.D. Birla is the Chairman of the Board of Directors 
and S/Shri A.V. Birla and Mohta are the Directors of the company. 

(3) The important role of Shri G.D. Birla as Chairman of the company has been discussed in 
para 30 of the report. 

(4) Shri Aditya Vikram Birla has been appointed as Honorary Adviser of the company vide 
Board’s Resolution dated 31st July, 1970. 

(5) Shri D.P. Mandalia has been the Special Adviser of the company since 1956 onwards and 
is still continuing. Shri D.P. Mandalia is also an Adviser in M/s. Gwalior Rayon Silk 
Mfg. Co. Ltd., M/s. J.C. Mills Ltd. and Century Spinning & Mfg. Co. Ltd. 
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(6) The role of Shri A.V. Birla as Director/Adviser and Shri Mandalia as Adviser has been 
discussed in paras 38, 39 and 40 of the report. 

(7) The company renewed the appointment of M/s. Traders Intemtional Incorporated, 
Washington as their selling agents in United States of America for 3 years w.e.f. 1st January, 
1971 vide their Board’s meeting held on 22nd March, 1971. In its meeting held on the 
22nd December, 1971 the Board renewed the appointments of M/s. Traders International 
Incorporate Washington and M/s. Birla A.G. Zug as buying agents in U.S.A. and as 
buying and selling agents in Europe and other countries. M/s. Traders International 
are acting as buying agents for M/s. J.C. Mills also. Similarly, M/s. Birla A.G. are also 
acting as the purchasing/selling agent of M/s. J.C. Mills, Birla Jute and Century Spinning. 

(8) The company is sharing several common facilities with other Birla Group of Companies. 
The details of some of these important facilities are given below:— 

(a) Delhi Liaison Office: 

The Chief Residence Executive—Birla Group of Companies Oocated at Delhi) is work' 
ing in this capacity for M/s. Hindustan Aluminium Corporation Gwalior Rayon, J.C. 
Mills and Century Spinning. He is also attending to work relating to M/s. Mysore 
Cements Ltd., Birla Institute of Technology and Science, and Birla Consultants Pvt. 
Ltd. The office of the Chief Resident Executive is attending to the work of the above 
mentioned companies at Delhi. It is pertinent to mention that there h^ been no 
change in this arrangement even after the abolition of the system of managing agency. 
Further according to the agreement dated 5-9-69 all expenses incurred by Delhi 
office, except which are attributable to an individual company are to be borne by M/s. 
Hindustan Aluminium, Gwalior Rayon, J.C. Mills and Century Spinning in an 
ad-hoc manner i.e. 35%, 35%, 15% and 15% respectively. 

(b) M/s. Eastern India Services and Marketing Co. Ltd. and Shree Services and Trading 
Co. Ltd. 

Both these companies are render ing various types of common services and facilities 
to this company as well as to several other Birla Group of Companies. M/s. Hin¬ 
dustan Aluminium paid Rs. 1,07,840 to the aforesaid two companies during the 
year ending 31-3-71. 

(c) Sharing of Air Craft 

The company shares the use of an aircraft owned by M/s. Gwalior Rayon, as per 
agreement, dated 31-1-70 on non-profit-no loss basis along with M/s. J.C. Mills, 
Century Spinning, Birla Bros. Pvt. Ltd., Birla Gwalior Pvt. Ltd., Birla Consultants 
(P) Ltd. and Birla Bombay Pvt. Ltd. the Radar and Air-Craft Radio equipment owned 
by the comapny have been given on rental basis to Gwalior Rayon for the use of their 
air-craft. 

(d) Common Provident Fund 

The company along with several other Birla Group of Companies is a member of the 
Birla Bros. Pvt. Ltd. Provident fund Institution. 

(e) The Bombay office of M/s. Hindustan Aluminium was formerly housed in Industry 
House, Bombay. The company has, however, subsequently shifted it to Century 
Bhawan, Bombay, a building owned by Century Spinning & Mfg. Co. Ltd. 

(f) The company entered into an agreement with Birla Consultants Pvt. Ltd.—an under 
taking controlled by the ‘group’ for preparing feasibility report for the expansion of 
company’s Aluminium Plant. Another agreement was entered into with M/s. Birla 
Consultants to render Consultancy service such as technical advice and render related 
services for the purpose of erection of Aluminium fabricating plants. 

(9) The investment of the company as on 31-12-71 came to Rs. ^3*88 lakhs. Out of these, 
investments to the tune of Rs. 390'02 lakhs were made in Birla Group of Companies. 

(10) The company reimbursed Rs. 7,38,321-38 to Pilani Investment Corporation Ltd. being 
expenses incurred by them on behalf of the company in connection with company’ Fertili¬ 
zer Project. 
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(11) The company in its Board’s meeting held on the 19th Apiil, 1971 passed a Resolution ap¬ 
pointing M/s. Hind Cycles Ltd. (one of the Birla Group of Companies) as stockists of 
the company’s rolled products and extrusions. 

(12) The total number of proxies received by the company in favour of Svs. G.D. Birla/B.P. 
Khaitan/A.V. Birla and Svs. A.V. Birla, B.P. Khaitan for its annual general meetings held 
on 5-6-70 and 7-6-71 were 38,08,266 and 44,40,562 respectively. 

(13) M/s. Kaiser Aluminium and Chemical Corporation (U.S.A.) and Kaiser Aluminium Tech¬ 
nical Services, Inc. (U.S.A.) the two foreign collaborators of the company held 19,82,530 
and 1,60,800 shares in the company and their total voting power came to 26-67%. They 
had, however, granted proxies in favour of Svs. G.D. Birla and A.V. Birla for the annual 
general meetings held on 5-6-70 and 7-6-71. 

(14) The company had in its letter dated 13th August, 1970, addressed to the Reserve Bank of 
India, while justifying the visit of Shri A.V. Birla to U.S.A., stated that that “in line with the 
Prime Minister’s view that young men should be trained to shoulder responsibilities, 
Mr. G.D. Birla who is now 77 years of age is grooming Mr. Aditya Birla for the Chair¬ 
manship of HINDALCO after his retirement. It is with this end in view that Mr. Aditya 
Birla has been acting as the Chairman for the last two Annual General Meetings of HIND¬ 
ALCO which was attended by over 1,000 shareholders, and he very successfully discharged 
this onerous task’’. Shri G.D. Birla can consider nominating his successor only if he 
along with other members of the group is controlling the company. 

(15) The percentage of shares held by the public financial institutions to the total voting power 
of the company came to 4-45 According to item (4) above, the percentage of voting power 
controlled by the group came to 31 -71. If the voting power of foreign collaborators who 
had granted proxies in favour of Bit las is taken into consideration the voting power of the 
‘group’ would increase to 58-38%. Even if the voting power of these collaborators is 
ignored the percentage of voting power controlled by the group with reference to ‘Effective 
Equity’ comes to 43-2. 

(16) The voting rights in respect of 7900 Equity Shares, which were the beneficial property 
of Sewa Nldhi Trust (a trust controlled by the ‘group’ but registered in the name of Shri 
M.P. Birla, vest in the public Trustee. Even if these shaves are ignored the total voting 
power controlled by the gioup comes to 30-73%. 

Annexure ‘J8’ 

MYSORE CEMENTS LIMITED 

1. Names of Directors: 

(1) Shri G.D. Birla Chairman 

(2) Shri H.H. Marathanda Verma Vice-Chairman | 

(3) Shri E.F. Kaiser 

(4) Shri D.P. Mandelia 

(5) Shri Jeenabhai Devidass 

(6) Shri Aralaguppa Chandra Gowda Sheve Gowda. 

(7) Shri Arndi Rangaswamaiah Adinarayaniah (Govt. Nominee) 

(8) Shri Trichur Sundaram Iyengar Rajan. 

(9) Shri Leo Jones Gillet. 

2. Total number of equity shares and other shares carrying voting rights:— 

Equity Shares. 17,99,263 

3. Analysis of Shareholding (above 1000 equity shares) as on 29-12-1970;— 

(a) L.I.C., Public Financial Institutions, Nationalised Banks and Insurance Companies;— 

L.I.C.. 1,00,000 

L.I.C. (General Business). 41,428 

Unit Trust of India. 22,900 
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IC.I.C.I.. 11,288 

The Vulcan Insurance Co. Ltd. 5,300 

The Indian Mercantile Ins. Company Ltd.. 1,600 

Indian Reinsurance Corpn. Ltd. .. 10,000 

New India Assurance Company Ltd.. 67,656 

Indian Trade & General Insurance Company Ltd. .... 7,600 

The British India General Insurance Company Limited • • • 15,640 

Canara Bank, Bangalore. ■ 6,400 

Central Bank' Executors & Trustee Company Limited, Bombay • • 2,300 

Bank of India, Bombay .. 5,000 

United Commercial Bank, Calcutta. 1,700 

United Commercial Bank, Bangalore. 2,400 

Union Bank of India, Bombay. 1,000 

Total 3,02,212 

(16-78%) 

(b) Members of the group along with their relatives :— 

Shri Sudarshan Kumar Birla. 2,500 

Shri L.N. Birla, Jointly with Shri Natwarlal Manilal, Bastawala • • 2,000 

Smt. Sumangla Birla. 2,000 

Smt. Asha Devi Daga • ........ 2,500 

Shri Bharat Kumar Taparia. 1,300 

Smt. Anusuya Devi Taparia. 1,000 

Smt. Neeraja. 2,200 

Shri G.D. Birla. 1,000 

Smt. Chandrakala Devi Daga. 1,000 

Shri Manoj Kumar Maheshwari (Minor) iu/g Shri M.G. Maheshwari 

Shri (Though Allahabad Bank, Bombay). 2,500 

Shri Madan Gopal Maheshwari & others. 2,000 

Total 20,000 

(Ml%) 


3,100 
10,400 
35,941 
1,83,962 
79,926 

Total 3,13,329 

(17-41%) 

(d) Shares controlled by the ‘group’ although registered in the names 
of trusted employees/banks/ registered societies/trusts along with 
reasons indicating control :— 

(1) United Commercial Bank ...... 94,450 

The United Commercial Bank, Calcutta has intimated that 
it held 92,750 shares and 1,700 shares on behalf of Birla Edu¬ 
cation Trust and Sukriti Trust respectively. Both these 
trusts are controlled by the ‘group’ and as such the shares held 
on their behalf are considered as controlled by the ‘group’. 


(c) Intercorporate investments controlled by the group :— 

Birla Bombay Private Ltd.. 

Punjab Produce & Trading Co. Ltd. 

Sutlej Cotton Mills Supply Agency Ltd. • 

Pilani Investment Corpn. Ltd. .... 
Gwalior Rayon Silk Mfg. (Wvg.) Company Ltd. 
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(2) Birla Institute of Technology and Science - • • • 30,750 

This Institute is controlled by the ‘group’ and as such these 
shares are considered as controlled by the ‘group’. 

Toial • 1,25,200 

(6-95%) 


(e) Shares held by Mysore Government . 

(f) Shares held by M/s. Kaiser Jeep International Corporation and 
Kaiser Engineer Overseas Corporation (two foreign Collaborators) 

4. Percentage of voting power controlled by the ‘group' 3(b) plus 3(c) plus 3(d) 

3(b). 

3(c). 

3(d). 


Total 


2,34,600 
(13 03%) 

4,53,560 

(25-2%) 


20,000 

3,13,329 

1,25,200 

4,58,529 

(25-47%) 


5. Other evidence showing control of the ‘group’ : 

(1) Shri G.P. Birla is the Chairman of the Board of Directors. 

(2) Shri D.P. Mandelia is a Director of the Company. He is also the Adviser in M/s. J.C. 
Mills, Century Spinning and Gwalior Rayon and Special Adviser in Hindustan Alumi¬ 
nium. The important role of Shri Mandelia as Director of the company is discussed in 
para 33 of the report. 

(3) M/s. Gwalior Rayon (selected company) and M/s. Pilani Investment Corporation Ltd. 
(a company controlled by the group as per Annexure ‘El’), who are the two major share¬ 
holders of the company, have given guarantees (arranged through Birla Consultants 
Private Limited — another controlled company) on behalf of the company to the effect 
that the said two guarantors would provide additional finance if the actual cost of expan¬ 
sion were to exceed Rs. 4 crores. 

(4) M/s. Birla Consultants (P) Ltd., a controlled company is acting as Consultants and Adviser 
to the company. 

(5) Shri R.G. Perry who was the President of the Company was also the General Manager 
of Birla Consultants (P) Ltd., and Technical Adviser in Gwalior Rayon. 

(6) The Chief Resident Executive of the Birla Gwalior Industries is working for M/s. Hin¬ 
dustan Aluminium, Century Spinning, Gwalior Rayon and J.C. Mills Ltd. He is also 
looking after the work of M/s. Birla Consultants (P) Ltd. and Mysore Cements at Delhi. 

(7) M/s. Kaiser Jeep International Corporation, and Kaiser Engineers Overseas Corporation 
both foreign shareholders of the company held 3,01,852 and 1,51,708 equity shares in 
the company. Together the said two foreign shareholders controlled 25-20% of the 
total voting power of the company. Proxies in favour of Shri N.L. Himirwasia (Pre¬ 
sident of the company) were given by Kaiser Engineers Overseas Corporation for the 
general meetings of the company held on 29-12-70, 17-2-71 and 12-1-72. Similarly proxies 
were given by Kaiser Jeep International Corporation in favour of Shri Himirwasia for 
the general meeting held on 29-12-70. M/s. Kaiser Industries Corporation (who have 
since acquired the shares held by Kaiser Jeep International Corporation) had granted 
proxies in favour of Shri Himirwasia for the annual general meeting held on 12-1-1972. 

(8) The Mysore Government held 13-03% of the total shares carrying voting rights. 

(9) According to the above analysis the voting power controlled by the ‘group’ came to 
25-47%. The voting rights in respect of 92,750 equity shares which were the beneficial 
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property of Birla Education Trust, but registered in the name of the United Commercial 
Bank, Calcutta, vest in the Public Trustee. Even if these shares are ignored, the total 
voting power controlled by the ‘group’ would come to about 20-32%. 

(10) The ‘group’ was able to obtain proxies from their foreign collaborators in favour of 
the President of the Company. If the voting rights of the foreign associates are consi¬ 
dered the voting rights of the group would come to 45-79%. Even if these s^res are 
excluded from the equity capital and the voting rights of the ‘group’ are worked out with 
reference to the effective equity, the same would come to 34-07%. 


Annexure ‘J9* 

SIRPUR PAPER MILLS LTD. 

1. Name of Directors : 

(1) Shri G.D. Thirani 

(2) Shri N. Sunderssan 

(3) Shri Rai Bahadur Sri Kishan Sookdeva Malani 

(4) Shri Arvind Narottam Lalbhai 

(5) Shri N. Ramesan 

(6) ShriM.M. Baig 

(7) Shri P.S. Krishnan 

(8) Shri Maddi Sudersanam 

(9) Prince Mir Karamat Alikhan Muffakhan Jah Bahadur 


2. Total number of equity shares and other shares carrying voting rights ' 

(1) Total Equity shares. 27,31,905 

(as on 30-6-70) 

3. Analysis of shareholding (above 50Q equity shares) as on 28-2-1971 ; 

(a) L.I.C, Public Financial Institutions, Nationalised Banks and Insurance Companies :— 

(i) L.I.C.. 1,53,682 

(ii) Unit Trust of India. 1,51,081 

(iii) Universal Fire & General Insurance Co. • • • • . • 11,600 

(iv) Ruby General Insurance Co. Ltd.. 74,300 

(v) Advance Insurance Co. Ltd.. 34,525 

(vi) Oriental Fire & General Insurance Co. Ltd. .... 6,250 

(vii) Indian Guarantee and General Insurance Co. Ltd. • • • 3,750 

(viii) Central Bank of India, Bombay. 56,304 

(ix) Union Bank of India, Bombay. 70,695 

(x) Bank of India, Bombay. 9,323 

(xi) United Commercial Bank, Calcutta. 1,413 

(xii) Allahabad Bank Nominees, Calcutta. 2,891 

(xiii) Allahabad Bank Nominees, Bombay. 1,450 

(xiv) Dena Bank, Bombay. 4,275 

(xv) Dena Bank New Delhi. 1,000 

(xvi) Punjab National Bank, Hyderabad. 625 

(xvii) State Bank of India, Bombay. ’1,350 

Total • 5,84,514 

(21-4%) 
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(b) Members of the ‘Group’ along with their relatives; 

900 
1,900 
625 
5,100 
2,000 
1,125 
2,250 

1,000 


14,900 
(0-55%) . 

54,8200 
1,14,262 
20,000 
2,500 
2,800 

1,94,362 
(7-11%) 

(d) Shares cont 'olled by the ‘group’ although registered in the names of 28,300 

trusted employees/Banks/registered societies/trusts along with reasons (1'03%) 
indicating control. United Commercial Bank. 

The United Commercial Bank has intimated that it held 28,300 shares 
on bahalf of Birla Education Trust. The said trust is controlled by the 
group, and as such the shares held on its behalf are considered as con¬ 


trolled by the group. 

(e) Government of Andhra Pradesh .. 4,28,506 

(15-7%) 

4. Percentage of voting power controlled by the ‘group’ (3(b)+3(c)+3(d)) ; 

3(b). 14,900 

3(c). 1,94,362 

3(d). 28,300 


Total • 2,37,462 


(8-69%) 

5. Other evidence showing control of the ‘group’ 

(1) Prior to the abolition of the system of managing agency, M/s. Kesoram Industries, Birla 
Cotton Spg. & Wvg. Mills Ltd., Birla Jute, Hindustan Motors, Jay Shree Tea & Industries 
Ltd., Orient Paper, Sirpur Paper, Sirsilk Ltd., Sutlej Cotton Mills Ltd., and Textile 
Machinery Corpon. Ltd., were being commonly managed by M/s. Birla Bros (P) Ltd., 
a company closely controlled by the group. 

(2) Shri G.P. Birla is acting as the Honorary Adviser to the company. This matter has 
been discussed in paras 34 and 37 of the report. 

(3) Even after the abolition of the system of managing agency. The erstwhile managing 
agents M/s. Birla Bros. Pvt. Ltd., a company closely controlled by the group, are continu¬ 
ing to guarantee the borrowing arrangements of some of the companies formerly managed 
by them. As a matter of fact. M/s. Birla Bros. Pvt. Ltd. are guaranteering the borrowing 
arrangements of M/s. Kesoram Industries, Jay Shree Tea and Industries Ltd., Bally Jute 
Co. Ltd., Birla Jute, Sirpur Paper, Orient Paper, Birla Cotton Spg. & Wvg. Mills Ltd 
and Textile Machinery Corpn. Ltd., companies which were formerly managed by them. 

. This matter has been discussed in paras 62 to 65 of the report. 


(i) Smt. Veena Devi Thiram 

(ii) Smt. Sushila Devi Thirani. 

(iii) Smt. Usha Devi Poddar ... .... 

(iv) Shri G.D. Birla & Sh. M.P. Birla. 

(v) Shri B.R. Mohatta. 

(vi) Shri K.K. Maheshwary.. 

(vii) Shri Bani Prasad Maheshwari. 

(viii) Shri M.G. Maheshwari (through Bank of Barooa, Appollo Street, 
Bombay) .......... 

Total 

(c) Inter-corporate investments controlled by the ‘group’ :— 

(i) Birla Bombay (P) Ltd. (through Bank of Baroda, Bombay) • 

(ii) National Engineering Industries Ltd. ..... 

(iii) Godavari Corporation Ltd. (through UCO. Bank, Calcutta) 

(iv) Ujjain General Trading Society Ltd. ...... 

(v) Birla Bombay (P) Ltd. (through UCO Bank, Calcutta;* 

Total 
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(4) The company has appointed M/s. Orient Paper (one of the selected companies) as its 
Technical Consultant on a monthly remuneration of Rs. 10,000. Inspite of the fact 
that M/s. Orient Paper and Sirpur Paper are competitors, the working and results of 
Brajraj Nagar and Amlai units of M/s. Orient Paper and this company are being coordi¬ 
nated and compared indicating integrated management. This matter has been discussed 
in para 50 of the report. 

(5) The company is supplying power to M/s. Sirsilk Ltd. (one of the Birla Group of Com¬ 
panies) on no profit-no-loss basis, (vide Board’s Resolution dated 27-2-1971). The 
company had also made arrangements for supplying boiler steam to M/s. Sirsilk Ltd. 
vide Board’s Resolution dated 25-8-69. 

(6) (a) M/s. East India Produce Company Ltd., London, in which Shri B.M. Birla is a Director 
and which was an associate of M/s. Birla Gwalior Pvt. Ltd. and Birla Brothers Pvt. Ltd. 
is acting as purchasing and selling agents of M/s. Birla Jute and a buying agents of M/s. 
Gwalior Rayon, Century Spinning, J.C. Mills, Hindustan Motors, Orient Paper Mills 
and Sirpur Paper Mills. 

(b) M/s. American East India Corporation, New York which was a subsidiary of M/s. 
East India Produce Company Ltd. is acting as the purchasing agent of the company as 
well as of M/s. Birla Jute, Orient Paper and Century Sp inni ng. 

(7) The company is sharing several common facilities with the other Birla Group of Com¬ 
panies. The details of some of these important facilities are given below ;- 

(a) M/s. Eastern India Services & Marketing Co. Ltd. and Shree Services & Trading Co. 
Ltd. Both these companies are rendering various types of common services and 
facilities to this company as well as to several other Birla Group of Companies. 
M/s. Sirpur Paper paid Rs. 113,262 to the aforesaid two companies during the year 
ending 31-3-71. 

(b) Common Provident Fund: 

The company along with other Birla Group of Companies is a member of the Birla 
Bros. (P) Ltd. Provident Fund Institution. 

(8) The investments of the company as on 30-6-70 came to Rs. 3-27 lakhs. Out of these, 
investments to the tune of Rs. 3 lakhs were made in Birla Group of Companies. 

(9) Proxies were received in favour of Shri P.L. Bhandari (Secretary of the company) and 
in favour of Shri G.D. Thirani (Director of the Company) in respect of Shares carrying 
17,297 votes and 213,687 votes respectively for the annual general meeting of the com¬ 
pany held on 30-12-71. 

(10) The Government of Andhra Pradesh held 4,28,506 shares in the company which came to 
15-7% of the total voting power. 

(11) The percentage of shares held by the L.I.C. Public Financial Institutions, etc. vide item 
3(a) above with reference to the total voting power of the company came to 21-4%. 

(12) According to the above analysis, the voting power controlled by the group came to 8 • 69 % 


Annexure ‘JIO’ 


1. Name 

of Directors: 

HINDUSTAN MOTORS LTD. 

(1) 

Shri B.M. Birla 

« 

• 

• (Chairman) 

(2) 

Shri G.P, Birla 

• 

• 

• (Vice-President) 

(3) 

Shri G.D. Kothari 

• 


• (Sister’s son of Shri B.M. Birla). 

(4) 

Shri B.P. Khaitan • 



• Shri Khaitan was a Director in 12 Birla group of 
Companies — important ones being M/s. Birla 
Cotton Spg. & Wvg. Mills. Hindustan Motors, 
Hindustan Aluminium, Swadeshi Cotton and Birla 
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Consultants (P) Ltd. He was prior to the aboli¬ 
tion of Managing Agency system a co-sharer in 
the managing agency commission received by 
Birla Bombay (P) Ltd., (a closely controlled com¬ 
pany of the ‘group’) in the case of M/s. Bharat 
Sugar Mills Ltd. He is also a trustee in Vishwa 
Mangal Trust which is a trust controlled by the 
‘group’. 

(5) Shri Ramaswamy Mudaliar 

(6) Shri Rashesh N. Mafatlal. 

2. Total number of equity shares and other shares carrying voting rights (as on 31-3-70): 

Equity shares. 1,09,71,007 

3. Analysis of Shareholding as on 31-5-70 : 

(a) L.I.C./Public financial Institutions, Nationalised Banks & Insurance 
Companies ;— 


L.I.C. . 


19,74,400 

Unit Trust of India. 


3,26,215 

Ruby General Insurance Company Ltd. • 


2,64,893 

The New India Assurance Company Ltd. 


74,885 

Oriental Fire & General Insurance Co. Ltd. 


40,000 

Indian Guarantee & General Insurance Co. Ltd. 


44,653 

Nationalised Banks. 


6,56,991 


Total 

33,82,037 

(30-9%) 

Members of the ‘group’ along with their relatives:— 

Shri B.M. Birla. 


14,666 

Shri G.P. Birla. 

. 

66,666 

Shri Rukmani Devi Birla. 

. 

39,666 

Shri Chandralekha Poddar. 

. 

26,666 

Shri Ranjan Kumar Poddar. 

. 

6,333 

Shri Onkarmal Somani. 

. 

3,953 

Shri Kamala Devi Mantri. 

. 

5,333 


Total 

1,63,283 


(1-49%) 


(c) Inter-corporate investments controlled by the ‘group’:— 
Pilani Investment Corpn. Ltd. .... 
Universal Trading Company Ltd. .... 
Hindustan Discounting Co. Ltd. .... 
Central India Industries Ltd. .... 

Birla Bombay (P) Ltd.. 

Gwalior Finance Corpn. Ltd. .... 

*Jayant Investment Corpn. Ltd. .... 

*Industrial Trust Ltd. ...... 

♦Gwalior Commercial Co. Ltd. .... 

♦Ujjain General Trading Society Ltd. • • 


3,61,466 

3,42,339 

1.73.866 

1.69.867 
17,800 
46,533 
27,433 

14.333 

13.333 
5,000 
















fAditya Investments Private Ltd. 
fBengal Rubber Company Limited • 
tJayshree Traders Private Ltd. 
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15,000 

13,133 

1,600 


12,07,703 

(10-95% ) 

* Source : from Balance Sheets. 

t Source : Statement of Proxies furnished by the Company. 

(d) Shares controlled by the ‘group’ although registered in the names of 
trusted employees/banks/registered societies/trusts along with reasons 
indicating control. 

The Hindustan Charity Trust .. • 1,44,666 

Birla Education Trust . 1,46,666 

The balance sheets of the above two trusts show that the shares in 
question are the beneficial property of the aforesaid two trusts which are 
controlled by the ‘group’. These shares are therefore considered as cont¬ 
rolled by the ‘group’. 

Shri G.D. Thirani . 7,000 

Shri Thirani, a trusted employee of the ‘^oup’ has informed that he is 
holding these shares on behalf of the Sashi Kant Trust, a Private Trust of 
the ‘group’. These shares are therefore, considered as controlled by the 
‘group’. 

Total • 2,98,332 

(2-72%) 

4. Percentage of voting power controlled by the ‘group’. (3(b)-f 3(c)-j-3(d)) with 
reference to item 2 above. 

3(b). 1,63,283 

3(c). 12,01,703 

3(d). 2,98,332 


Total • 16,63,318 

(15-16%) 

5. Other evidence showing control of the ‘group’ : 

(i) Proxies received for the Annual General Meetings :— 

Date of Annual General Meeting In favour of Number of votes 

28-11-1969 Shri B.M. Birla 25,20,104 

30-12-1970 Shri B.P. Khaitan 20,27,610 

30-12-1971 Shri G.P. Birla 24,95,893 

(2) East India Produce Company Ltd., allowed to hold office or place of profit under section 
314 of the Companies Act, 1956 as agent of the company for purchase of stores, plant 
and machinery for the Company for 5 years w.e.f. 6-4-1970 (Annual General Meeting 
30-12-1970). 

(3) A Business Advisory Committee of Directors was constituted with following members. 
It had very wide powers. In this connection reference may be made to para 52 of the 
report. 

(a) Shri B.M. Birla 

(b) Shri G.P. Birla 

(c) Shri B.P. Khaitan 

(d) Shri G.D. Kothari 
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(4) The President, Secretary and Executive Vice-President of the Company were t» seek the 
advice of the Chairman from time to time on matters relating to the business and affairs 
of the Company. 

(5) The role of Shri B.M. Birla as Chairman of the Company has been discussed in detail 
in para 30 of the report. 

(6) Out of the total investments of the value of Rs. 45-22 lakhs as on 31-3-1971, investments 
in Birla Group of the Companies amounted to Rs. 44 • 79 lakhs, namely, 99 % of the total 
investments. 

(7) Shri M.R. Rungta, an employee of the Company is also supervising the Internal Audit 
Service Department of Eastern India Services & Marketing Company Ltd. 

(8) The percentage of the shares held by the LlC, UTI and other public financial institutions 
to the total voting power of the Company came to 30-9. According to item (4) above 
the percentage of voting power controlled by the ‘group’ came to 15.16. 

(9) The voting rights in respeci of 291,332 equity shares which were the beneficial property 
of Hindustan Charity Trust and Birla Education Trust (Trusts controlled by the ‘group’) 
vest in the Public Trustee. Even if these shares are ignored, the total voting power cont¬ 
rolled by the ‘group’ would come to 12-5%. It is however pertinent to mention here 
that 2,84,133 Equity shares in this Company were held by M/s. Jaipur Development Co. 
Ltd. in which about 60 % of its equity Capital is controlled by Hindustan Charity Trust, 
and Hindustan Charity Trust 1956, both Trusts controlled by the ‘group’. Besides the 
above M/s. Birla Jute, a selected company also held 66,667 equity shares in the capital 
of M/S. Hindustan Motors Ltd. If these shares are also considered the voting power 
controlled by the ‘group’ would go up by 3 • 5 % approximately. 


Annexure ‘Jir 

BHARAT COMMERCE AND INDUSTRIES LIMITED 

1. Names of Directors 

(1) Shri S.M. Dahanukar 

(2) Shri A.V. Birla 

(3) Shri Viren J. Shah 

(4) Shri R.L. Binani 

(5) Shri D.K. Roy 

(6) Shri P.K. Mohta 

(7) Shri V. Balasubramanian 

(8) Shri B.M. Patel 

(9) Shri H.R. Sugla {Managing Director) 

(Also President of M/s. Kesoram Industries, derives 
income from M/s. Jayshrec Tea & Industries Ltd.) 

2. Total number of equity shares and other shares carrying voting rights (as on 31-12-1971) ;— 


Equity Shares of Rs. 10 each. 15,00,000 

3. Analysis of Shareholding (above 2000 shares) as on 31-12-71 :— 

(a) L.I.C./Public Financial Institutions, Naiionalised Banks & Insurance Companies 

L.I.e. . 1,32,605 

Central Bank of India Ltd., Bombay. 4,515 "1 

472 j 

United Commercial Bank, Bombay. 1,049 

Allahabad Bank, Calcutta. 15 

Punjab National Bank, Delhi. 9 

State Bank of India, Calcutta. 214 

State Bank of India, Bombay.■ • • 19 
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United Bank of India, Calcutta 

United Bank of India, Howrah 
Union Bank of India, Bombay 
Punjab National Bank, Calcutta 
Bank of Baroda, Calcutta 
Central Bank of India, Calcutta 
State Bank of Mysore 
Bank of Baroda, Calcutta 
Bank of Baroda, New Delhi • 

Indian Trade-General Insurance Co. Ltd. 
India Reinsurance Corpn. Ltd. 

New India Assurance Co. Ltd. 

Ruby General Insurance Company Ltd. 


Total 


4n 

16j 

150 

90 

199 

30 

600 

12 



2,130 

18,899 

1,11,696 

22,125 

2,95,463 

(19-67%) 


(b) Members of the ‘group’ along with their relatives :— 

Shri Aditya Vikram Birla. 3,399 T 

Shri Aditya Vikram Birla .. 3,399 J 

Shri B.K. Birla. 23,499 

Shri G.D. Birla. 2,400 

Miss. Manjushree Birla (Minor) by her father Shri B.K. Birla • • 5,199 

Shri Bimal Kumar Nopany. 1,050 

Smt. Rajshree Birla. 1,999 

Smt. Shanti K. Maheshwary—Jointly with Shri Kamalesh Kumar Krish- 
nagopa, Maheshwary & with Smt. Madhurika Kamlesh Kumar Mahesh- 
wari) 1,250 

Smt. Shanti K. Maheswary ........ 1,750 

Shri K.G. Maheswari. 999 

Smt. Chandrakala Devi Daga. 1,000 

Shri Basant Kumar Thawar. 999 

Shri Ashok Vardhan Birla .. 1,500 

Shri Ashok Vardhan Biila—Joint with Smt. Sunand Devi Birla • • 1,200 

Shri Babulal Newar.. • 90 

Shri Laxmi Devi Newar • 1,200 

Shri Ajay Kr. Newar .. • 300 

Shri Sushil Kumar Mohta. 300 

Smt. Sumangla Birla. 199 

Shri Lalit Kumar Poddar.. • 6 

Shri D.P. Mandelia. 3,000 


Total • 54,738 

(3-65%) 

(c) Inter-corporate investments controlled by the ‘group’ :— 

Aditya Investment (P) Ltd.. 3,300 

Kamal Trading Company (P) Ltd. 48,709 

Birla Bombay (P) Ltd. (through United Commercial Bank, Bombay) 1,550 


Total 


53,559 

(3-57%) 
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(d) Shares controlled by the ‘group’ although registered in the names of trusted employees/ 
banks/registered societies/trusts along with reasons indicating control : — 

(i) The United Commercial Bank has informed tha? they hold 48,962 shares in the capital 
of the Company which are beneficially owned by various trusts, as per details given 
below. These trusts are controlled by the ‘group’ and therefore, the shares owned 
by them are considered as controlled by the ‘group’. 


Birla Academy of Art & Culture. 12,399 

Birla Education Trust ........ 1,399 

Manjushree Charity Trust ....... 33,000 

Suknti Trust .. 2,164 

(ii) Shri K.K. Khemka . 3,903 


Shri Khemka is a President of Kesoram Industries & Cotton Mills 
Ltd., one of the selected companies and the Managing Director 
of M/s. Hindustan Heavy Chemicals Ltd., one of the Birla Group of 
Companies. The shares in question appear to be held by him on 
behalf of Manjushree Charity Trust which is a trust controlled by 
the ‘group’. These shares are, therefore, considered as controlled 
by the ‘group’. 


Total * 52,865 

(3-52%) 

4. Percentage of voting power controlled by the ‘Group’. (3(b)+3(c)+3(d)) :— 

3(b). 54,738 

3(c). 53,559 

3(d). 52,865 

Total • 1,61,162 


(10-74%) 


5. Other evidence showing control of the ‘group’ 

(1) M/s. Asian Distributors Ltd., a company controlled by the ‘group’ has guaranteed re¬ 
payment of loans to the extent of Rs. 60 lakhs to the Punjab National Bank on behalf 
of the Company. 

(2) M/s. Asian Distributors Ltd., were guaranteeing/counterguaranteering the loans/borrowing 
arrangements of the company. 

(3) Similarly Shri A.V. Birla was authorised to operate in 1970 to 1972. 

(a) Third ordinary Dividend Account, and 

(b) Fourth ordinary Dividend Account. 

(4) Shri A.V. Birla had a meeting with the Chief Minister of Punjab on 25-11-70 in connection 
with the setting up of the Polyester Fibre Plant. 

(5) Common facilities with other Birla Companies :— 

(i) Provident Fund 

The company is a member of the Birla Brothers (P) Ltd. Provident Fund Institution 
and the Company’s unit namely Sujata Textile Mills, Nanjangud (Mysore) is a 
member of Birla Industries Provident Fund. 

(ii) The rent of the Bombay Office of the Company (at Moti Mahal) is being paid to 
M/s. Birla Brothers (P) Ltd. 

(iii) The employees of the Company also enjoyed the facilities provided by Birla Officers 
Health Report Trust, Birla Club and Dining Hall of Industry House Club along 
with other Birla concerns. 
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(iv) M/s. Zenith Distributors & Agents Ltd., a company controlled by the ‘group’ 
the main selling/Distributing Agents of the Company. 

(v) The Company has entered into contracts with M/s. Birla Bombay Private Ltd., and 
M/s. Industry House Ltd., Bombay for renting of Buildings/factories/distributing 
Centres, etc. 

(vi) Rs. 1 lakh each time paid to Medical Research Centre of Bombay Hospital Trust 
in the years 1969 and 1970. 

(vii) Donations of Rs. 1-5 and 0-75 lakhs paid to Birla Academy of Art & Culture (cont¬ 
rolled by the ‘group’) in the years 1969 and 1970 respectively. 

(viii) The percentage of shares held by the L.I.C., Public financial institutions to the total 
voting power of the Company came to about 19-7%. According to item (4) above 
the percentage of voting power controlled by the ‘group’ came to 10 • 7 approximately. 


Annbxurb ‘J12’ 


ZUARI AGRO CHEMICALS LTD. 


1. Name of Directors ;— 

(1) Shri K.K. Birla 

(2) Shri D.P. Mandelia 

(3) Shri A.H. Brawner 

(4) Shri F.M. Goodwin 

(5) Shri P. Hawkins 

(6) Shri J.W. Pendorf 

(7) Shri D.M. Roderick 

(8) Shri F. Dunber 

(9) Shri N.A. Krishnan 
(10) Shri K.A. Varugis 


(Chairman) 


(President of Bank of America, New York) 
(Vice-President of US Steel) 

(Vice-President of US Steel) 

(Vice-President of US Steel) 

(Vice-President of US Steel) 

Technical Director. 

(Deputed by US Steel for employment as Technical 
Director) 

(Ex-officio nominee of IDBI). 

(Managing Director. He was prior to coming to 
this company employed as Industrial Advisor of 
M/s. Birla Gwalior Private Ltd.) 


2. Total number of equity shares and other shares carrying voting rights (as on 31-12-71):— 

Equity shares. 124,27,500 

Preference Shares. 4,12,500 


Total • 128,40,000 


3. Analysis of Shareholding above 5000 Equity shares and Preference Shares as on 31-12-71:— 

(a) L.I.e./Public Financial Institutions, Nationalised Banks & Insurance Companies :— 
L.I.C. . 24,500 

LC. I.C.I..7,000 

25,785 (Pref.) 

LD. B.L. 32,700 

2,20,880 (Prvf.) 

India Reinsurance Corpn. Ltd..19,075 


L.I.C. .,. 

The New India Assurance Company Ltd. 


7,500 (Pref.) 
75,000 (Pref) 
18,050 

10,000 (Pref) 
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The New Great Insurance Company Ltd. . . . • 

Unit Trust of India • • *. 

I.F.C. . 

Central Bank of India, Bombay. 

Bank of India, Bombay. 

Total 


• 1,86,600 
(l-427o) 


• 2,00,000 
25,000 
• 10,00,000 
• 1,10,000 

• 13,35,000 
(10-39%) 


(d) Shares controlled by the ‘group’ although registered in the names of trusted employees 
banks/registered societies/trusts along with reasons indicating control:— 

(e) Foreign Collaborators and promotors :— Nil 


U.S. Steel Corporation, U.S.A.. 

Armour & Co., U.S.A. • • • • • • 

• 45,00,000 

• 2,25,000 

Total 

• 47,25,000 
(36-80%) 

4. Percentage of voting power controlled by the ‘group’ (3(b)-b3(c)-l-3(d) :— 

3(b). 

3(c). 

3(d). 

• 1,86,600 
• 13,35,000 
Nil 

Total 

- 15,21,600 
(11-81%) 


5. Other evidence showing control of the ‘group’ ;— 

(1) Paras 60 and 61 of the report refer to the material showing inter-connection amongst 
M/s. Zuari Agro Chemicals Ltd., Century Spinning and Manufacturing Company Ltd., 
Gwalior Rayon & Silk Mfg. (Wvg.) Co. Ltd., Sutlej Cotton Mills Ltd., Pilani Investment 
Corpn. Ltd., and Birla Gwalior (P) Ltd. 

(2) M/s. Birla Bombay (P) Ltd., were appointed (vide agreement dt. 25-3-70) as Management 
& Sales consultants of the Company. This matter has been discussed in Para 49 of the 
report. 


(b) Members of the ‘group’ along with their relatives : — 

Shri G.D. Birla. 

Shri Basant Kumar Birla. 

Sml. Gopi Kumari Birla.. • 

Shri Ganshyamdas Birla. 

Total 

(c) Inter-corporate investments controlled by the ‘group’ :— 

Pilani Investment Corporation Ltd.. 

Birla Gwalior (P) Ltd.. 

Sutlej Cotton Mills Ltd.. 

Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. . . . . 

Total 


9,150 

• 14,775 
15,000 (Pref.) 

• 38,930 (Pref.) 

3,650 

9,945 (Pref.) 


• 3,31,940 

• (4-14%) 


• 1,50,000 
14,000 
20,000 
2,600 
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(3) M/s. Shree Services & Trading Co. Ltd. are rendering liaison work for the Company 
at New Delhi. Payment of an amount not exceeding Rs. 1,20,000 to M/s. Shree Services 
& Trading Company Ltd., for this purpose for the calendar year 1971 was approved (vide 
Board resolution No. 18 dated 23-3-1971). 

(4) Amount of loan drawn from Pilani Investment Corpn. as on 31-12-72 was Rs. 22,50,000. 

(5) As on 31-12-1969 a sum of Rs. 1,54,535 was shown in the Balance Sheet as outstanding 
under the head “unsecured Short Term Loans from Birla Gwalior Pvt. Ltd.” 

(6) The fifth Annual General Meeting of the Company was attended by Shri K.K. Birla as 
the representative of M/s. Sutlej Cotton Mills Ltd. (a shareholder of the Company). 

(7) Para 30 of the report refers to the important decisions and/or the important duties and 
functions of Shri K.K. Birla which were taken and performed under his guidance and 
supervision. 

(8) The percentage of shares held by the public financial institutions to the total voting power 
of the Company came to 4-14. According to item (4) above, the percentage of voting 
power controlled by the ‘group’ came to 11-81. If the voting power of the foreign 
collaborator and promotor as foreign associates is considered, it would come to 48-6% 
ignoring the shareholding of M/s. Century Spinning & Mfg. Co. Ltd., (1,50,000 shrres) 
one of the selected companies. Regarding foreign associates it may be mentioned that 
Shri K.K. Birla had in his application made to the Reserve Bank of India in November, 
1970 regarding his visit to U.S.A. stated as under :— 

“It may be added that ail the lending institutions abroad and our collaborators have 
proposed enormous amount of confidence in the sponsoring house in Indra in as much 
as they have, notwithstanding their own combined majority holding of equity shares, 
preferred to elect Shri K.K. Birla as the Chairman of the Company.” Even if the voting 
power of the foreign collaborators and promotors is ignored the percentage of voting 
power of the group with reference to the “Effective Equity” comes to 18-8. 


Annexure ‘KT 

THE GWALIOR RAYON SILK MFG. (WVG.) COMPANY LIMITED 
EXTRACT FROM THE MINUTES OF THE BOARD MEETING DATED 

5TH NOVEMBER, 1978 


3. Supplementary Loan in Foreign Currencies for Caustic Soda Project :— 

The Chairman informed the Board that arrangements have been made with the Industrial 
Credit and Investment Corporation of India Limited (hereinafter referred to as “ICICI”) for a loan 
in foreign currencie.s equivalent to U.S. £733000 (about Rs. 55 lacs) to meet the cost of importing 
60 tonnes of mercury for the Company’s Caustic Soda plant at Nagda upon certain terms and con¬ 
ditions contained in the draft Head of Agreement to be entered into by the company with ICICI 
which said loan is to be secured by a mortgage of the Company’s immoveable properties pertaining 
to its Caustic Soda/Chlorine Utilisation Division situated at Nagda in the State of Madhya Pradesh 
as also hypothecation of the Company’s moveable properties including moveable machinery, spares, 
tools, accessories and other moveable, pertaining to its Caustic Soda/Chlorine Ulitisadon Division 
at Nagda, the said Hypothecation to be subject to the specific charges to be created in favour of its 
bankers to secure working capital requirements on its stocks of raw materials, goods-in-process, semi¬ 
finished goods, stores not relating to plant and machinery or any spare parts thereof, book debts etc. 
After some discussions, the following Resolutions weie passed ;— 

1. RESOLVED that Shri Shantilal L. Thar, or in his absence Shri K.G. Maheshwari, Directors 
of the Company be and is hereby authorised to deposit the title deeds of the immoveable 
properties of the company pertaining to its Caustic Soda/Chlorine Utilisation Division 
with ICICI with intent to create a security thereon for and on behalf of the Company. 


19—7 M of LJ & CA/ND/79 
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2. FURTHER RESOLVED that the Company do also execute in favour of ICICI a Deed 
of hypothecation of all its moveable properties including moveable machinery, machinery 
spares, tools, etc., pertaining to its Caustic Soda/Chlorine Utilisation Division in terms 
of the draft thereof placed on the table and initialled by the Chairman for identification 
which said draft is hereby approved with authority to Shri Shantilal L. Thar or in his 
absence Shri K.G. Maheshwari Direciors of the Company to accept in consultation with 
the Company’s Solicitors any alterations or modifications therein suggested on behalf 
of ICICI and that the Common Seal of the Company be affixed to the stamped of the said 
Deed of Hypothecation in terms of the said draft as modified or altered as aforesaid, in 
the presence of any two or the Directors of the Company, who do sign the same in token 
thereof. 


KESORAM INDUSTRIES & COTTON MILLS LIMITED 

Extract from the Minutes of the Board Meeting of Kesoram Industries & Cotton Mills Ltd. held on 25th 
May 1971 

The Chairman informed the members of the Board that the existing arrangement of the company 
with India Refractories Limited, with regard to the lease of Refractory Factory at Kulti, Distt. Burd- 
wan. West Bengal would expire on 30th June, 1971. The Chairman, however, stated that negotiations 
had been going on with India Refractories Limited for the outright purchase of its said undertaking 
at and for the price of Rs. 60,00,000 failing which for renewal of lease for a further period of 
5 years on the terms and conditions contained in the draft letter placed before the Board. 

After perusing and considering the draft letter it was : 

Resolved that the company be and is hereby authorised to make offer for outright purchase, 
of the Refractory Factory of India Refractoiies Limited, situated at Village and Post Office, Kulti, 
District Burdwan in the State of West Bengal at and for a price of Rs. 60,00,000 alternatively, for 
renewal of lease for another term of 5 years on the terms and conditions as contained in the draft 
letter placed before the Board and initialled by the Chairman for the purpose of identification. 

Shri S.N. Hada, Senior President be and is hereby authorised to complete the negotiations 
with India Refractories Limited and report. 

KESORAM INDUSTRIES & COTTON MILLS LIMITED 

Extract from the Minutes of the Board Meeting of Kesoram Industries & Cotton Mills Limited, held on 
the 23rd June, 1970 

Page No. 35 Item No. 3 

The Chairman stated that it will be advisable if some officer of the Company is authorised to 
explore the possibility of setting up a cement plant in the State of Rajasthan. The Board considered 
the matter and after discussion : 

Resolved that Shri A.B. Vaidya, President of Cement Section of the Company be and is hereby 
authorised to take necessary steps for exploring the possibilities of setting up a Cement plant of the 
Company in the State of Rajasthan and negotiate the issue with Government Officers or other private 
bodies or persons and sign and execute necessary papers and/or agreements in that connection in¬ 
cluding mining lease upon such terms as may be deemed reasonable ’jy him in the interest of the 
Company and report the matter to the Board as soon as possible. 

ORIENT PAPER MILLS LIMITED 
Board’s Minute dated 2-4-70 

FURTHER resolved that Shri A.L. Goenka be and is hereby a.ppointcd Vice-Chairman of 
the Board of Directors of the Company. 

Thereafter on the request of Shri G. Basu, and G.P. Birla took the Chair. 

WHEREAS it is necessary to seek advice of the Chairman and of the Vice-Chairman on 
matters relating to the business and affairs of the Company, it was resolved that the President and 
other senior officers of the Company be instructed to seek advice of the Chairman and Vice-Chairman 
from time to time on matters relating to the business and affairs of the company. 
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Annexure K3 

MYSORE CEMENTS LIMITED 


Retainer of Legal Adviser—Copy of item 11 of Board's Minute dated 28-9-71 


Retainer of Legal Adviser 

In view of the growing volume of the legal work, the Company’s Legal Adviser Shri W.K. 
Sundara Murthy, requested the Company to consider an enhancement in his annual retainer. The 
matter was placed before Shri D.P. Mandelia, Director, who has agreed to increase his retainer from 
Rs. 3,000 to Rs. 5,000 per annum from 1st July, 1971. 

Resolved that the retainer of Shri W.K. Sundara Murthy, Legal Adviser of the Company and 
is hereby enhanced to Rs. 5,000 per annum with effect from 1-7-71. 


MYSORE CEMENTS LTD. 


Ropeway for Transport of Limestone—Copy of item 7 of Board's Minute dated 28-9-1971 


Ropeway for Transport of Limestone 

The Board was informed about the proposal for construction of a Ropeway for carrying lime¬ 
stone from the Company’s Quarry to factory for economising the cost of transport of limestone. In 
consultation with M/s. Birla Consultants Pvt. Ltd. a Letter of Intent has t een issued to M/s. Usha 
Breco Ropeways Limited, Calcutta for supplying the necessary machinery and equipment for the 
construction of the ropeway as per copy of the Letter of Intent placed before the Meeting. After 
considering the proposal, the following resolution was passed; 

“Resolved that the Letter of Intent dated 23-8-1971 issued by the President to M/s. Usha Breco 
Ropeways Ltd., placing the order with them for the supply of machinery and equipments and construc¬ 
tion of the Ropeway be and is hereby approved and ratified as per the term and conditions mentioned 
therein. 

Resolved further that Shri N.L. Hamirwasia, President be and is hereby authorised to finalise 
and sign the agreement with M/s. Usha Breco Ropeways Ltd., in consultation with Shri D.P. Mande¬ 
lia, Director, and place a copy of the agreement before the Board after it is finalised.’’ 

Shri G.D. Birla, Chairman, is interested in the Resolution as one of the Directors of the Usha 
Breco Ropeways Ltd., is his relative as defined in the Company’s Act, 1956. 


MYSORE CEMENTS LIMITED 

Copy of letter dated 12th June 1970 from Company's Secretary to Shri B. N. Saxena 
Com: 9464/69-70 June, 18, 1970 

Dear Shri Saxenaji, 

As desired by Shri D. P. Mandeliaji, we send herewith our application of date for an industrial 
Licence to set up a Plant in Madhya Pradesh (as a substantial expansion of our existing Plant). 

Please pay the necessary application fee to the treasury or Reserve Bank and forward the chal- 
lan along with the required number of copies of the application to the Central Government. 

After filing the application, please send a telex message or telegram to Mr. Shastri care Birla 
Bhopal informing him that the application has been filed and the challan number of the application 
fee. 



287 


Annexure Y.'i—Contd. 


We are sending herewith 15 copies of the application. We hope that will sufficient. If you 
require any more copies, we shall send on hearing from you. 


This application has to be filed positively on Monday, the 15th instant. 

With kind regards. 

Yours sincerely, 
(Sd.) 

(V. Subramonian) 


COPY OF LETTER DATED 2ND JULY 1970 FROM PRESIDENT TO SECRETARY 


MYSORE CEMENTS LIMITED 
2-7-1970 


Mr. Subramonian, 

I am surprised that you have sent the letter to Mr. Saxena to be submitted to the Under Secre¬ 
tary, Ministry of Industrial Development, regarding the licence of our Itarsi Plant. I had told you 
that the arrangement for financing this unit has to be approved by Shri Mandeliaji. As such, please 
send a TP to Mr. Saxena that the letter should be submitted to the Ministry only after it is approved 
by Shri Mandeliaji who is expected to reach Delhi on 4/5th. 

President 

Annexure K4 

HINDUSTAN ALUMINIUM CORPORATION LTD. 

Board's Minute dated 15-12-70 

16. Survey of Export Market 

It was reported that Shri T.C. Saboo, Special Adviser of the Company had been to various 
countries outside India to study the market conditions of those countries for export of our aluminium 
products. It was further reported that Shri S.P. Shorewala, Sales Manager of Bombay Sales Office 
had been to Japan to study the market situation for export of our aluminium products to that country 
and to acquaint with the latest development of that Country in the use of Aluminium in various 
fields. Shri D.P. Mandelia, Special Adviser and Shri K.K. Rathi Vice-President (Finance) of the 
company also had been to the United States along with the Chairman for negotiations with foreign 
Banks for financial assistance to the Company required for implementation of its expansion projects 
Their respective reports on their visits aforesaid were placed before the Board. 


Board noted the same. 


for Hindustan Aluminium Corpn. Ltd. 
(Sd.) 

Secretary 


EXTRACT FROM MjS. HINDUSTAN ALUMINIUM CORPORATION LTD'S 
LETTER DATED 5TH AUGUST, 1970 ADDRESSED TO RESERVE BANK OF INDIA 

“From the above you will kindly find that it will not be possible for Mr. A.V. Birla, working 
in his capacity as a Director and Honorary Adviser to accomplish all the work mentioned above. 
At the same time the negotiations in principle with Exim Bank and Kaisers and suppliers in Europe 
would have to be carried out at the level of the Chairman and Director. Shri A.V. Birla’s presence 
will further help us only in negotiations on technical side as he is an Engineer from M.I.T., U.S.A, 
whereas the detailed working viz. preparation of feasibility report and ordering of machinery and 
other aspects etc. as mentioned in column nos. (i), (ii), (iii) and (iv) has got to be carried out by the 
topmost officer of the company for which Mr. D.P. Mandelia, Special Adviser is best suitable, assisted 
by our Vice-President (Finance), Mr. K.K. Rathi. 
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EXTRACT FROM M/S HINDUSTAN ALUMINIUM CORPORATI ON LTD’S LETTER 
DATED 24TH AUGUST, 1972 ADDRESSED TO RESEB VE BANK OF INDIA 

“Mr. Mandeiia has been associated with all these affairs of the Company right from its inception 
during 1958-59 and therefore he is the only person who can satisfy the Exim Bank authorities as well 
as our Collaborators for minimum foreign exchange expenditure on this project. 

We may also add here that the Government of India has agreed vide taeir letter dt. 31st July 
1970 to spend Rs. 2.10 crores in foreign exchange (but requested to minimise it further if possible) 
towards engineering fees and cost of foreign experts. It is Mr. Mandeiia v/ho can discuss on be¬ 
half of the Company with our collaborators and can minimise this expected amount of foreign ex¬ 
change expenditure and even if 5 to 10% reduction could be made by Mr. Jdandelia it would be a 
saving of lakhs of rupees in foreign exchange to the country. 

Mr. Mandeiia who was got vast expei ience in the industrial field can authoritatively satisfy the 
collaborators as well as Exim Bank authorities for use of maximum possible indigenous skill and 
machinery which is comparatively not less than any other foreign country. 

Your attention is further drawn to the letter dated 22nd July, 1970 from our Soheitors’ repre¬ 
sentative, Mr. William R. Porlik to Mr. Mandeiia. The points enumerated iherein are very crucial 
ones, say for example: in para 2 they have suggested that the ‘Liquidity is too tight during the years 
1971, 1972 and 1973 since the projected cash balances are very low and in one of these 3 years, there 
is a negative current ratio’. 

Now these are the points to be explained and satisfied to the Exim Bank authorities. Simi¬ 
larly even the cash flows which we have already submitted to them, Exim Bank does not seem to be 
readily agreeing to it. It is, therefore essential that Mr. Mandeiia who is in touch with day to day 
affairs of ihe Company would be able to fully satisfy them authoritatively, and in case the cash flows 
are to be prepared again he can prepare and submit it to them on the spot, rt.ther than wasting time 
in negotiation/correspondence. 

EXTRACT FROM M/S HINDUSTAN ALUMINIUM CORPORATION LTD’S LETTER DATED 
1ST SEPTEMBER, 1971 ADDRESSED TO RESERVE BANK OF INDIA, BOMBAY 

“In view of this our Chairman and Special Adviser will have to go to the U.S.A. for finalising 
the draft of the loan agreements with Exim and U.S. Commercial Banks for submission to Govern¬ 
ment of India as directed. 

Because of recent fluctuations in the foreign exchange market in Sterling, Swedish Marks 
etc. the whole matter regarding procurement of machinery and equipment from U.K. and Continent 
out of the free foreign exchange amounting to Rs. 59.21 lacs which is the capi al participation of our 
collaborators will have to be reviewed to find out the most economic source of purchase.” 


THE CENTURY SPG. & MFG. CO. LTD. 

Copy of Resolution passed at the meeting of the Board of Directors of the company, held on 27th 

February 1970. 

CENTURY CEMENT 

Reference was invited to the Resolution of the Board passed at the meeting held on 19th 
November, 1969. In this respect, the Board was informed that as per indications of survey, the lime¬ 
stone deposits in the areas acquired by the company under the Mining Lease dated 4th August, 1969 
were sufficient to support the cement production on a plant of much more capacity than previously 
envisaged and therefore simultaneous negotiations were held with the plant suppliers for plants of 
higher capacity. The Board was further informed that a study of the comparative capital investment 
and operating efficiency figures of plants of various sizes indicated that the larger sized plants were not 
only more efficient but were also cheaper on the basis of per ton of installed capacity, and therefore 
it was thought desirable, on the advice of Shri B.K. Birla, Honorary Adviser to the company to in 
for a larger plant having a guaranteed capacity of about 7 lakh metric tonnes per annum, and having 
the possibility of producing upto 8 or 9 lakh tonnes per annum under favourable conditions, with 
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a total investment of about Rs. 13.00 croies. The Board was further informed that with a view to 
take advantage of their economics of size order for the main Machinery and equipment for the larger 
sized plant had been placed with Messrs. ACC Vickers Babcock Ltd., as per papers placed on the 
table. 


The Board appreciated the point and approved and ratified the action taken. At the same 
time the sanction for the larger sized plant costing about Rs. 13.00 crores was accorded byt he Boards 
The Board further autiorised Shri S.P. Mandelia to take further necessary steps for the early imple¬ 
mentation of the project. 

For Century Spg. & Mfg. Co. Ltd., 

(Sd.) 

Secretary 

THE CENTURY SPG. & MFG. CO. LTD. 

Copy of Resolution No. 11 passed at the meeting of the Board of Directors of the Company, held 

on 30th September, 1969. 


DEPOSIT OF COMPANY'S FUNDS 

It was reported that the company has been investing its surplus funds with various banks on 
terms deposits. The Company had received proposals from various parties for advancing to them 
amounts which could earn higher rate of interest than at present. 

Board discussed and considered the above and resolved that the company to invest the sur¬ 
plus funds of the company by making advances to any party to be approved by Mr. D.P. Mandelia, 
the Company’s adviser the aggregate of such advances not exceeding Rs. 50,00,000 (Rupees fifty lacs 
only) on the following conditions: 

(1) the rate of Interest wilt not be less than 8% per annum; 

(2) the moneys so advanced will be repaid within one year from the date of each advance o; 
within such extended period as may be decided by Shri D.P. Mandelia. 

(3) the said ad\ ances should be secured by adequate marketable security in favour of the 
company, as may be thought appropriate by the said Shri Mandelia. 

Shri D.P. Mandelia was (be and is heieby) further authoiised to also decide the other necessary 
terms and conditions relating to the aforesaid advances and report the action taken in each case at 
the meeting of the Bot rd held after entering into each such transaction. 

CERTIFIED TRUE COPY 

For Century Spg. & Mfg. Co. Ltd. 

(Sd.) 

Secretary 


Annexure K5 

Para 4 of Commissions letter dated 23rd Feb., 1972 to Century Spinning 

You are requested to kindly confirm that there was no correspondence with Central Govern- 
merit. State Governments and Collaborators during the years 1970 and 1971 relating to any other 
project except those mimtioned above. In respect of the above projects you are requested to kindly 
furnish the following information 

(1) The name cf the Project. 

(2) Date(s) when the application under I.D.R. Act was made to the Ministry of Industrial 
Development and/or to the Department of Foreign Trade regarding foreign collabora¬ 
tion. 
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Annexure K5^ — Contd. 

(3) The date when the proposal for undertaking the project was approved by the Board of 
Directors. 


Answer to Para 4 of the above letter by 'The Century Spg. & Mfg. Co. Ltd., dated \0th March, 1972 


Name of the Project 

Date when 
application 
under I.D.R. 
Act was made 

Date when 
application 
to the Deptt. 
of Foreign 
Trade was 
made 

Date when 
Proposal for 
undertaking 
project was 
approved 
by the Board 
of Directors 

(a) Portland Cement Plant in Rajasthan 

• 24-8-71 

Nil 

Nil 

(b) Manufacture of Cement at Maihar, M.P. 

• 14-9-71 

Nil 

Nil 

(g) Expansion of Neora Plant 

• 24-8-71 

Nil 

Nil 

(h) Glass Fibre Project .... 

• 5-5-71 

Nil 

Nil 

(i) Bromine Liquid (180 tonnes per annum) 

• 15-4-70 

Nil 

Nil 

0 Soda Ash (1.95 lakhs tonnes per annum) 

• 9-7-71 

Nil 

Nil 

(k) Caustic Soda Project (100 tonnes per day) 

• 15-6-71 

Nil 

Nil 

(1) Caustic Soda Project (200 tonnes per day) 

• 28-6-71 

Nil 

Nil 

(m) Tyrecord Conversion capacity 

• 10-2-72 

Nil 

Nil 


THE CENTURY SPG. & MFG. CO. LTD. 

Copy of the Resolution No. 6 passed at the meeting of the Board of Directors of the Company held on 

24th December, 1969. 


STATE BANK OF INDIA CASH CREDIT ARRANGEMENT 

A letter dated 22nd December 1969 received from the State Bank of India requiring the Com¬ 
pany to arrange for continuance of guarantee given by Birla Gwalior Private Limited in respect of 
the Cash Credit limit sanctioned to the Company was placed on the table. The Board was informed 
that the said Company has agreed to continue the guarantee from 1-7-69 provided it was paid Com¬ 
mission in respect thereof at a reasonable rate. 

The Board considered that matter and RESOLVED that Birla Gwalior Private Limited be 
requested to continue the guarantee given by it to the State Bank of India in respect of the Cash Credit 
Limit sanctioned to the Company as also to give guarantee if and when found necessary, to other banks 
(including the State Bank of India) and/or to financial institutions for the purposes of the Company’s 
business. 

Further RESOLVED that for giving the aforesaid guarantees Birla Gwalior Private Limited 
be paid commission at a rate to be negotiated with then but not exceeding 1 % per annum on the 
amount in respect of which each guarantee is given by Birla Gwalior Pvt. Ltd. on behalf of the Com¬ 
pany. The Board authorised the President of the Company to negotiate the rate of the Commission 
and report about the action taken in each case to the Board. 

Board also RESOLVED that the necessary consent of the Shareholders of the Company be 
obtained to the aforesaid as required under Section 314 of the Companies Act, 1956. 

Shri R.D. Birla, being concerned and/or interested in Birla Gwalior Private Limited, did not 
either participate in the discussion of or vote on the resolution. 

For Century Spg. & Mfg. Co. Limited 
Sd./- 
Secretary 




THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. 


EXTRACT FROM THE MINUTES OF THE BOARD MEETING DATED 

I4-2-I972 

I. Expansion activitier. in respect of setting up of paper plant and the manufacture of caustic soda. 

Attention of the Board was drawn to the statement in the Directors’ Report for the year ended 
31st March 1971, in respect of the Company’s of 150 tonnes/day Paper Plant in the State of Mysore 
and the Company’s application for Industrial Licence for establishment of another Caustic Soda 
Project in the State of Mysore, having an installed capacity of 33,000 Tonnes per annrun, the major 
portion of which would be required for the Companys’ own Rayon Grade Pulp and Staple Fibre 
Plants in the State of Kerala and Mysore. 

It was reported that the Government has now referred both these applications to the Mono¬ 
polies Commission for enquiry under the provisions of Section 22 of the Monopolies and Restrictive 
Trade Practices Act, and the correspondence in this connection is being carried on between the Com¬ 
pany and the said Coramission in consultation with the Company’s legal advisers. 

The Board noted the above. 


I’HE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. 

EXTRACTS FROM THE MINUTES OF THE BOARD MEETING DATED 

5-11-1971 

3. SUPPLEMENTAR Y LOAN IN FOREIGN CURRENCIES FOR CAUSTIC SODA PROJECT. 

The Chairman informed the Board that arrangements have been made with the Industrial 
Credit and Investment Corporation of India Limited (hereinafter referred to as “ICICI”) for a loan 
in foreign Currencies e(iuivalent to U.S. $ 733000 (about Rs. 55 lacs) to meet the cost of importing 
60 tonnes of mercury fc r the Company’s Caustic Soda plant at Nagda upon certain terms and condi¬ 
tions contained in the draft Heads of Agreement to be entered into by the Company with ICICI, 
which said loan is to be secured by a mortgage of the Company’s immoveable properties pertaining 
of its Caustic Soda/Ch orine utilisation Division situate at Nagda in the State of Madhya Pradesh 
as also hypothecation of the Company’s moveable properties including moveable machinery, spares, 
tools, accessories and other moveable, pertaining to its Caustic Soda/Chlorine utilisation Division 
at Nagda, the said hypothecation to be subject to the specific charges to be created in favour of its 
bankers to secure working capital requirements on its stocks of raw materials, goods-in-process, semi¬ 
finished goods, stores r ot relating to plant and machinery or any spare parts thereof, book debts 
etc. After some discussions, the following Resolutions were passed:— 

1. RESOLVED that Shri Shantilal L. Thar, or in his absence Shri K.G. Maheshwari, Directors 
of the Company be and is hereby authorised to deposit the title deeds of the immoveable 
properties of the company pertaining to its Caustic Soda/Chlorine Utilisation Division 
with ICICI with intent to create a security thereon for and on behalf of the Company. 

2. FURTHER RESOLVED that the Company do also execute in favour of ICICI a Deed 
of Hypothecation of all its moveable properties including moveable machinery, machi¬ 
nery spares, tools, etc., pertaining to its Caustic Soda/Chlorine Utilisation in terms of the 
draft thereof placed on the table and initialled by the Chairman for indentification, which 
said draft is hereby approved with authority to Shri Shantilal L. Thar or in his absence 
Shri K.G. Maheshwari, Directors of the Company to accept in consultation with the 
Companies solicitors any alterations or modifications therein suggested on behalf of 
ICICI and tJiat the Common Seal of the Company be affixed to the stamped of the said 
Deed of Hypothecation in terms of the said draft as modified or altered as aforesaid, in the 
presence of any two of the Directors of the Company, who do sign the same in taken 
thereof. 
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THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. 

EXTRACTS FROM THE MINUTES OF THE BOARD MEETING DATED 7-8-1971 

2. DIRECTOR'S REPORT AND ANNUAL ACCOUNTS FOR THE YEAR 31-3-1971 

The Secretary placed before the Board the drafts of the Directors Report, the Balance Sheet 
of the Company as at 31st March, 1971, and the Profit and Loss Account for the year ending on the 
said date, showing a net profit of Rs. 3,82,46,395 after providing Rs. 2,01,00,128 for Depreciation 
Rs. 15,05,947 for Development Rebate, Rs. 9,50,000 for Employees’ Gratuity Reserve and 
Rs. 4,84,00,000 for provision for Taxation. 

The Secretary reported that a sum of Rs. 4,70,638 being the aggregate of Railway, Insurance 
Claims etc. has been shown under the Head ‘Insurance and Railway claims etc.’ receivable subject 
to relevant claims passed by authorities and a sum of Rs. 3,578 has been shown as debts considered 
doubtful under the Head “Sundry Debtors’’ in the Balance Sheet. 

It was further reported that the total additions to the Block during the year were Rs. 
1,98,70,685 as under:— 


(a) Land. 

■ Rs. 

4,42,558 

(b) Plant, Machinery & Equipment • • • • 

• Rs. 

1,16,54,803 

(c) Buildings 

• Rs. 

51,08,717 

(d) Railway siding. Vehicles etc. . . . . 

• Rs. 

10,26,832 

(e) Project Expenses:— 

Harihar Polyfibres. 

• Rs. 

8,95,051 

Caustic Soda Project . . . . 

• Rs. 

7,42,724 


Rs. 

1,98,70,685 


The Company’s various Divisions sold or discarded old/unusable equipment etc. of the aggre¬ 
gate value of Rs. 6,84,767 during the year. 

Further reported that Donations amounting in aggregate to Rs. 2,13,766 were paid during the 
year 1970-71. 

The Secretary reported that all the amounts of current Assets, loans and advance are approxi¬ 
mately of the value stated, if realised in the ordinary couise of Business and the provision for depre¬ 
ciation and for all known liabilities is adequate and not in excess of the amount reasonable necessary. 
Board noted and confirmed the same. 


THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. 

EXTRACTS FROM THE MINUTES OF THE BOARD MEETING DATED 7-8-1971. 

5. RE-.APPOINTMENTS/INCREMENTS TO EMPLOYEES OF THE COMPANY 

It was reported that the President of the Company and/or the Vice-Presidents of the respective 
divisions thereof, in accordance with the past practice, have been making new appointments of, and 
sanctioning increments/allowances to the employees of the Company and in cases where the salary 
& allowances exceed Rs. 1,500 p.m., the same is done with the advice of Shri D.P. Mandelia, Adviser 
of the Company. However, new appointments of officers, drawing more than Rs. 3,500/- per month 
and their increments, allowances etc. are being placed before the Board for approval. Board consi¬ 
dered and decided to continue the same. 

Board confirmed the increments to the officers of the Company drawing more than Rs. 3,500/- 
per month mads during the year 1970-71 as per list placed before the Board and initialled by the 
Chairman for the purpose of record. 
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KESORAM INDUSTRIES & COTTON MILLS LTD. 

EXTRACT FROM THE MINUTES OF THE BOARD MEETING OF KESORAM INDUSTRIES 
& COTTON MILLS LIMITED HELD ON 23RD OCTOBER, 1971 


The Secretary stated that the following tranactions/adjustments which took place during the 
year ended 31st March, 1971 require Board’s approval:— 

(i) Purchase, Sale and Adjustment of Fixed Assets: 


Purchase 

Sale/adjustmen 

(1) Textile Section 

10,02,444 



(including Rs.81,123 
for weaving shed) 

1,57,414 

(2) Rayon Section. 

4,05,546 

45,293 

(3) T.P. Section • • 

2,81,137 

20,160 

(4) Spun Pipe Section . 

2,02,982 

1,167 

(5) Engineering Section . 

62,655 

74,034 

(6) Cement Section 1 . 

2,58,291 

42,265 

(7) Refractory Section . 

10,61,613 

.. 

(8) Show Room (Manjushree). 

1,890 

• • 


(ii) Guarantees given during the year to Ruby General Insurance Company I td., Calcutta 
for Rs. 10 lakhs and to State Bank of India for Rs. 7 lakhs on behalf of Bharat General & Textile 
Industries Ltd., a subsidiary company. 


(iii) Increase in ihe rate of interest on loans charged from Bharat General & Textile Industries 
Ltd. from 7^% to 10% and in case of Hindustan Heavy Chemicals Ltd. from 9^% to 12%. 


(iv) Items written off or forfeited: 



Name of Section 

Nature of adjustment 

Amount 

1. 

Textile Section 

- Adjustments & Debit Balance 
written off. 

30,271-82 

2. 

Show Room (Manjushree)- 

- Balance written off 

20,880-01 

3. 

Garment Section 

- Debit written off 

19,250-07 

4. 

Garment Section 

- Adjustments & Debit Balances 
written off 

6,974-25 

5, 

Engineering Section 

- Bad Debts written off 

3,493-00 

6. 

Refractory Section 

- Advances written off 

717-91 

7. 

Textile Section 

- Unclaimed liability forfeited 

1,44,237-08 

8. 

Garment Section 

- Liability unpaid forfeited 

19,250-06 


(v) Brokerage amounting to Rs. 3,37,536-18 P paid by spun Pipes Section. 

(vi) Payment of Rs. 25,000 during the year ended 31st March, 1971 to Shri K.K. Khemka in 
respect of supervision, etc. of Show Room (Manjushrcel. 

(vii) Transfer of Rs. 5 lakhs from General Reserve 1 to dividend Reserve. 

The Board noted and confirmed the above. 

ORIENT PAPER MILLS LIMITED 

Board's Minutes dated 28-5-71 

(II) The Chairman informed at applications have been made for establishing a new Unit 
and/or substantial expansion to the Ministry of Industrial Development, Government of India, New 
Delhi. 

20—7 M of LJ&GA/ND /79 
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(i) Application dated 12-5-71 for establishment initially of new integrated pulp, paper and 
paper board manufacturing unit having capacity of 1,10,000 tonnes per annum of ^Ip 
paper and paper board in the district of Bastar (Madhya Pradesh) to be expanded subse¬ 
quently to 2,20,000 tonnes per annum. 

(ii) Two applications both dated 13-5-71 for substantial expansion of the company s unit at 
Amlai to increase its installed capacity from 86,000 tonnes to 1,10,000 tonnes per annum 
of paper and of Brajrajnagar unit from 76,000 tonnes to 91,000 tonnes per annum of paper 
and board. 

The Chairman further informed that two applications are also intended to be made in due 
course for establishing new caustic/chlorine plant having a capacity of 30,000 tonnes per annum of 
caustic/chlorine in Baster and also to expand the capacity of caustic and chlorine plant at the com¬ 
pany’s unit at Brajrajnagar from 3,240 tonnes to 30,000 tonnes per annum. 

The applications made for establishing the new unit and/or substantial expansion as stated 
above were placed on the table, perused and approved. The Board also approved. The Board 
also approved making cf further applications for establishing a caustic/chlorine plant in Baster as also 
to expand the capacity of caustic/chlorine plant of Brajrajnagar unit and authorised Shri K.C. Bagri 
to do the needful in the matter. 


ORIENT PAPER MILLS LIMITED 

Board's Minute dated 28-8-70 

6. The decision taken by the Business Advisory Committee at its meeting held on 28-3-1970 
approving Subscription, Loan and Project Funds Agreement pertaining to Subscrption of Ordinary 
shares in and Loan to Panafrican Paper Mills (E.A.) Ltd., Kenya and execution of said Agreement 
for in the name and on behalf of the comp tny by any one of Shri H.P. Singhi, President of the Com¬ 
pany and Shri S.B. Fatehpuria, Comptroller of the company’s unit at Amlai, was confirmed. 


MYSORE CEMENTS LIMITED 
Boards' Minute dated 28-9-1971 

Asbestos Cement Sheet Plant 

The President reported to the Board that considering the widening gap between supply and 
demand for Asbestos Cement Sheet in Mysore and the neighbouring Svates, the Company submitted 
an application to the Central Government on 1-9-1971 for an industrial licence to set up a Plant with 
an annual capacity of 36,000 Metric tonnes of Asbestos Cement Sheets. 

Resolved that the proposal to set up the Asbestos Cements Sheets Plant in Mysore State as per 
the copy of the Industrial Licence Application dated 1-9-1971 be and is hereby ratified. 

Resolved further that since the seeting up of the Plant shall be subject to the approval of the 
financial institutions namely ICICI, LIC and IDBI and the SBM as per the agreements that are sub¬ 
sisting between the Company and the said institutions and bank, necessary steps be taken to obtain 
such approval. 


MYSORE CEMENTS LIMITED 

RETAINER OF LEGAL ADVISER—Copy of item W of Board's minute dated 
28-9-1971 

Retainer of Legal Adviser 

In view of the growing volume of the legal work, the Company’s Legal Adviser Shri W.K. 
Sundara Murthy, requested the Company to consider an enhancement in his annual retainer. The 
matter was placed before Shri D.P. Mandelia, Director, who has agreed to increase his retainer from 
Rs. 3,000/- to Rs. 5,000/- per annum from 1st July, 1971. 

Resolved that the retainer of Shri W.K. Sundara Murthy, Legal Advisor of the Company 
and is hereby enhanced to Rs. 5,000/- per annum with ettecT irom 1-7-1971. 



295 


MYSORE CEMENTS LIMITED 
ROPEWAY FOR TRANSPORT OF LIMESTONE 


Copy of item 7 of Board's minute dated 28-9-1971. 

Ropeway for Transport of Limestone; 

The Board was informed about the proposal for construction of a Ropeway for carrying lime¬ 
stone from the Company’s quarry to factory for economising the cost of transport of lime-stone. In 
consultation with M/s. Birla Consultants Pvt. Ltd., a letter of Intent has been issued to M/s. Usha 
Breco Ropewajs Limited, Calcutta for supplying the necessary machinery and equipment for the 
construction of the ropeway as per copy of a letter of intent placed before the meeting. After consi¬ 
dering the proposal, the following reasolution was passed : 

“Resolved that the Letter of Intent dated 23-8-1971 issued by the President to M/s. Usha Breco 
Ropeways Ltd., placing the order with them for the supply of machinery and equipments and cons¬ 
truction of the Ropeway be and is hereby approved and ratified as per the terms ana conditions men¬ 
tioned therein. 

Resolved further that Shri N.L. Hamirwasia, President be and is hereby authorised to finalise 
and sign the agreement with M/s. Usha Breco Ropeways Ltd., in consultation with Shri D.P. Mandelia, 
Director, and place a copy of the agreement before the Board after ii is finalised”. 

Shri G.D. Birla, Chairman, is interested in the Resolution as one of the Directors of the Usha 
Breco Ropeways Ltd., is his relative as defined in the Company’s Act 1956. 


MYSORE CEMENTS LIMITED 

Board's Minute dated 15-10-71 

2(1) Accounts for the year ended 30th June 1971: 

The Balance Sheet of the Company as at 30th June 71 and the Profit and Loss Account for 
the year ended that date together with the connected schedules and notes forming part of accounts 
were considered and after discussions arising out of the Annual Accounts, it was resolved that : 

(a) The additions to Fixed Capital expenditure during the year as detailed in the Fixed Assets 
Schedule aggregating to Rs. 15,35,170/- and deductions in respect of disposals during 
the year aggregating to Rs. 1,25,190/- and the credit to Profit & Loss Account of profit 
on sale of fixed assets (nets) amounting to Rs. 374/- be and are hereby approved; 

(b) the capital works-in-progress as at 30th June 1971 aggregating to Rs. 3,29,641/42 inclusive 
of Rs. 2,70,801 /60 spent on Balaji temple under constr uction in the factory colony area 
for the benefit of workers and employees of the company be and is hereby approved; 


(c) sanction is hereby accorded for the estimated total expenditure on capital works-in-pro- 
gress in respect of the following works duly reckoning the further expenditure to be in¬ 
curred for completion of the respective works. 



Expenditure 
incurred upto 
30-6-71 

Total estimate 
expenditure 

Factory workshop bldg, extension • 

29,270 

30,000 

Canteen Building at Quarry 

6,736 

50,000 

Creche Bldg., at Quarry 

4,005 

32,000 

New Administrative Bldg 

18,776 

3,50,000 


Rs. 58,840 

Rs. 4,62,000 




MYSORE CEMENTS LIMITED 


Accounts for the year ended 30th June 1970. 

2. The Balance sheet of the Company as ai 30th June 70 and the Profit and Loss Accounts 
for the year ended that date together with the connected schedules and notes forming the part of the 
accounts were considered snd after discussion arising out of the Annual Accounts, it was resolved 
that : 

(a) of Board Minutes dated 25-10-1970: 

The addition to Fixed Capital expendiure during the year as detailed in the Fixed Assets 
Schedule aggregating Rs. 40,17,173/- and deductions in respect of disposals and credits from the 
value of capital assets aggregating Rs. 2,12,133/- and the credit and the profit and loss accounts of 
Profit on sale of fixed Assets amounting to Rs. 4,043/- be and are heieby approved; 

(c) of Board Minutes dated 25-10-1970 : 

The Capital works-in-progress as on 30th June 1970 aggregating Rs. 7,08,503/60 inclusive 
of Rs. 1,85,091/38 being the expenditure on Balaji Temple under construction in the Factory Colony 
area for the benefit of workers and employees of the Company be and is hereby approved. 

(e) of Board Minutes dated 25-10-1970 ; 


Sanction is hereby accorded for the estimated total expenditure on capital works-in-progress 
reckoning the further expenditure to be incurred for the completion of the respective works as de¬ 
tailed hereunder : 



Expenditure incurred 
upto 30-6-1970 

Total estimated 
expenditure 

Factory and colony road work 

2,13,609 

2,94,500 

New Stores Bldg. .... 

1,42,815 

2,70,000 

R.C.C. Compound Wall 

29,503 

79,000 

Magazine Bldg & Watchman’s quarters at 
Quarry ...... 

8,166 

10,000 

Borewell, School Bldg, extension and new 
administrative building 

30,073 

4,05,000 

Railway Weighbridge .... 

99,246 

1,05,000 


Rs. 5,23,412 Rs. 

11,63,500 


(j) of Board Minutes dated 25-10-1970 : 


The expenditure relating to earlier years aggregating Rs. 3,10,868/- charged to Appropriation 
Account and excess provision relating to previous years aggregating Rs. 46,465/- credited to Profit 
and Loss Appropriations Account be and are hereby approved. 

(k) of Board Minutes dated 25-10-1970 : 

The Balance Sheet and Profit and Loss Account together with the schedules and notes forming 
part of accounts be and are hereby approved and adopted and the same duly signed by the Directors 
present at this meeting be made availabe to the Auditors for being certified with their report to the 
shareholders. 


for Mysore Cements Limited 
Sd. 

V. SUBRAMANIAN 
Secretary. 
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HINDUSTAN MOTORS LIMITED 

Board's minute dated 2-2-71 

“It was reported that a formal application outlining the proposal for collaboration with Messrs. 
Adam Opel of West Germany a division of General Motors Corporation of U.S.A., for the manufac¬ 
ture of OPEN Cars in India and Investment by Messrs. General Motors Corporation in equity capital 
of the company, was submitted, as per copy placed on the table. It was noted that this proposal, if 
approved by the Government, with help the company to build an export market for its products. The 
financial inve.»tments bj General Motors will create a sense of partnership and the compariy can expect 
their assistance in several ways, particularly, in improving its trucks and components and also for the 
development of an export Market. This proposal will also tend to build a large employment poten¬ 
tiality in the country.” 

JIYAJEERAO COTTON MILLS LIMITED 

Board's Minute dated 27-11-1970 

Report in respect of working of the Company : 

“A leport in respect of production, despatches and cash and bank balances of the textile 
and Chemical Divisions of the Company for the months of July, August, September and Octobei 
was submitted to the Boaid. The Board perused and noted the same. 

List of orders placed foi the purchase of Machinery during the months of July, August, Sep¬ 
tember, and October 1970 was placed before the Board. The Board perused and approved the ordeis 
so placed”. 

JIYAJEERAO COTTON MILLS LIMITED 

Board's Minute dated 27-11-1970 


Statement showing orders placed for purchase of Machinery during the months of July, August, 
September & October 1970. 

Textile Division 


s. 

Details of Machinery 

Suppliers’ Name 

Value in thousand 

No. 



1 . 

One Rapid Steam Ager 

■ Vasant Engineering, Ltd., 

130-00 

2. 

Baroda. 

• Bharat Textile Works, 

218-75 

One Seaper .... 

Ahmedabad. 


3. 

One High Speed cone Wdg. M/S. 

• Cimmeo Ltd. Birlanagar 

45-22 




393-97 



Chemical Division 



Miscellaneous Machines costing less than one thousand each totalling. 

2-10 


JIYAJEERAO COTTON MILLS LIMITED 

Extract from the Minutes of the Meeting of the Board of Directors held on 10th July, 1971 
Proposal jor purchase of Power House at Porbandar : 

It was reported to the Board that the Company’s application for expansion of its Chemical 
Division from the rated capacity of 500 tonnes per day to 800 tonnes per day of Soda Ash, since pendi ng 
with the Government is likely to be approved soon. The proposed expansion will need further supply 
of Steam and Power. As regards power, the same will be available in the normal course from Guja¬ 
rat State Electricity Board. As regard supply of steam the Chemical Division had requested the 
Gujarat Electricity Board to make arrangement for meeting its increased requirements. Under the 
present agreement, the Gujarat State Electricity Board supplies steam to the Chemical Division from 
its Porbandar Power House on no-profit no loss basis. The said Board is therefore not interested in 
investing any more money in the Porbandar Power House. 
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It was further submitted to the Board that in the circumstances mentioned as aforesaid it was 
thought desirable to negotiate for the purchase of entire Power House at Porbandar from the Gujarat 
State Electricity Board so that the entire requirements of Steam of the Chemical Division, after ex¬ 
pansion, be met. The Gujarat State Electricity Board is agreeable to sell the Power House on the 
following tenhs subject to the final approval of the Gujarat Government:— 

(i) They would handover the Power House to us in June, 1973. 

(ii) Price would be Rs. 275 lacs. 

(iii) Payment terms Rs. 50 lacs in June, 1973 and the balance in 7 Annual Instalments bearing 
interest upto 9^%. 

This Power House consists of (a) Three Turbo-Generator sets each consisting of Eacher Wyss 
Extraction cum condensing Turbine and Gerliken Switzerland Generator. Each Turbo set having 
capacity of 5000 Kilowatts (b) Three Walther CIE, Koeln (W. Germany) made coal fired Boilers 
each having capacity of 45 tonnes per hour steam generation and (c) Sea 'Water Pumping Station. 

It was submitted to the Board that it is in the interest of the Company to negotiate and conclude 
this deal with the State Electricity Board. The Board considered the matter and 

“Resolved that Shri "V.N. Maheshwary, President (Finance) of Saurashtra Chemicals, Por¬ 
bandar be and is hereby authorised for an on behalf of the Company to negotiate and conclude the 
deal for the purchase of the entire power house at Porbandar from Gujarat State Electricity Board 
on the terms and conditions inter-alia”. 

HINDUSTAN ALUMINIUM CORPORATION LIMITED 

Board's Minute dated 22-12-1971. 

17. Purchase of Rolling Mill: 

The Board was informed that the Company has purchased a second hand Rolling Mill from 
M/s. Bhaskar Tea Co. Pvt. Ltd., Assam for Rs. 1,72,038/- . 

Board noted and approved the same. Shri Surajmal Mohta Being Managing Director of 
Bhaskar Tea Co. (P) Ltd. did not participate in the discussion. 

for Hindustan Aluminium Corpn. Ltd. 

Sd. 

Secretary 

HINDUSTAN ALUMINIUM CORPORATION LIMITED 
Board's Minute dated 29-6-1970. 

11. Increase in monthly remuneration of officer: 

It was reported that in view of the increase in salaries of the following officers to the extent as 
is stated against their respective names, their respective present salary is as follows with effect from 
1-4-70 : 


Shri S.S. Kothari 
Shri A.K. Agarwala 
Shri N.J. Balani 
Shri M.C. Dube 
Shri S. Chakravarty 
Shri G.L. Rawat 

Board noted and approved the same. 


Increase 

Present Salary 

1500/- 

Rs. 8,500/- 

1500/- 

Rs. 7,050/- 

500/- 

Rs. 6,250/- 

750/- 

Rs. 5,250/- 

750/- 

Rs. 5,250/- 

500/- 

Rs. 5,200/- 


for Hindustan Aluminium 
Corpn. Limited 
Sd. 

Secretary 



THE SIRPUR PAPER MILLS LIMITED 


Extract of the Resolution passed at the meeting of the board of Directors of the Company 

held on 18th May, 1971. 

10. The following itatements were perused and noted 

(a) Statement of Borrowings as on 31st March, 1971. 

(b) Statement of Loans and Advances to parties as on 31st ^arch, 1971. 

(c) Statement of Investments as on 31st March, 1971. 

(d) Statement of Purchases of Capital Assets during the months of January, February and 
March, 1971. 

(e) Statement of Sales of Capital Assets during the months of January, February and March, 
1971. 

(f) Statement of financial position as on 31st March, 1971. 

(g) DONATIONS : 

“Resolved that a sum of Rs. 5,000/- (Rupees Five thousand only) be paid as donation 
to Bangla Desh Relief Committee and cheque for the same be sent to the authorised 
agency only”. 

HINDALCO, BOMBAY 

Copy of the Resolution of the Board of Directors of the Company passed at the meeting held 

on 7th March, 1972. 

Caustic Soda Plant at Dudhi, Mirzapur: 

The Chairman reported that in anticipation of Board’s approval, an application has been 
made to the Government of India for Industrial Licence for setting up a Plant at Dudhi, Mirzapur 
for the manufacture of Caustic Soda and allied products which are essential raw materials for the 
Aluminium Industry. 

Board noted and approved the same. 


Extract of Resolution No. 20 of the Board’s Meeting Dated 10-4-70. 

The Chairman referred to changes which have occurred since execution of the Agreement for 
supply of Know-How between the Company and United States Steel Corporation on July 17, 1969 
and stated that an amendment to ihe Agreement has been executed to reflect changes in the project 
description and final selection of Toyo Engineering Corporation for the furnishing of design and 
engineering services for the project. 

Upon motion duly made and seconded, it was unanimously 

Resolved, that execution by Messrs. K.K. Birla and K.A. Varugis of an amendment to Agree¬ 
ment for supply of Know-How dated July, 17, 1969 between the Company and United Slates Steel 
Corporation in the form submitted to this Meeting and initialled for the purpose of identification 
by the Chairman be, and is hereby ratified. 
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Shri R.K. Chhaochharia, (a) M/s Birla Jute Mfg. Co. Ltd. 58,000-00 58,500- 

“Birla Building”, (b) M/s Bally Jute Co. Ltd. 32,500-00 32,500- 

9/1, R.N. Mukherjee Road, (c) M/s Birla Gwalior (P) Ltd. 13,000-00 13,000- 

Calcutta-1. 
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22. Shri R.A. Kakharia, (a) M/s Jiyajeerao Cotton Mills. 43,020-(X) 55,140- 

Birla Nagar, (b) M/s Pilani Investment Corpn. Limited. 13,500-00 14,000- 

Gwalior (M.P.). 
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30. Shri S.B. Saria, (a) M/s Zuari Agro Chemicals N.A. N.A. 

Vice-President (Century Rayon), (b) M/s Century Spinning & Mfg. Co. 

Century Bhavan, 

Dr. Annie B. Road, 

Bombay-25. 



STATEMENT OF COMMON DONATIONS 


304 


a 

cd 


a 

O (KJ 

^ o 


o 

§ 

a 

u 

43 


O 

I 

z 


J2 

m 

43 


3 

z 


3 

o 

Q 

■4-.) 

C*M 

o 

e 

c3 


xn 7^ 


<N 


<s 


■ 8 

8888 

66 00 

, * 

1971 

• •© 00 ^ ‘^OOOQ 

8 

0 ^ 0 *0 

<N CS 



0 -^oo 00000 

?s 

88 : : 

0 

Q VO 
^ 00 


Q 0 00 0 0 vr> 0 VO 0 in 0 • 

O0Ni-^<N00<ncn?NfS^^»^ • 


0 fS 

<N 


0 

*n 

197( 

^■3-0000000000 


d<^’2 

cjS| 

=« §a 

Q«q4 ® 

00 ^ U 
b o'^ 

3 J §? 

II& 


T) 

©5 

u 


ifea 


3 09 

< 2 

§,§ 

c/3 

3 

.S'C 


.•o 

d 

05 S 

—3 0.4 
*-» 

:^a 

§g 

4-t O 

^ e 
u -s 

O > 

2 ® 

►n 3^ 


2M c 
o 

w bO 

T3 03 

^ 5 S 

•w .3 M 

CO •— 

■^2 " 

*- a «, • 
8’St^ 

■ 2 V- « 

S’-^SS 
-.g; g 
«:a S-S 

>.“3 
.« •>« 


x: 

H 


§3 

"o 

o 

Cm 

o 

o 

-4>) 

d 

« u 
o 
C 

<u 

gca 




cn 

<N 


^ a 
Vs X3 
3U 
o 

,t; 3 

p s 

■* Oh 
(U I- 

as 

'O ‘h 

O'^ 

3 M 

. 

Ilf 

■§3-5 

SsS 

^ W 3! 

to 3 3 

2-in 

H« 


■o 1 
3 

« 

S ^ 

iia 


S S'-* 

_0 w ^ 
O CO O 

^2 

ifa 

•li'^ 

^ t/i 


'd . 
S’d 

.a~ 

3 2 

-a 

• 3 an 

'■•arSa 

3 IZ! .-3 

H 

• 2P >- 

§ 3 
00 3 

I g.:g 
ooo 


-d 

■4-^ 

hJ 

CO 

r5 a 

bbp* 

J > rd 

1^ . oc 
t, ,00 3 
Sfcoo 
®oS-a 
3 ,3 

C« 3 “ 

,321 

IS ■*-* cd 

^r'5 ^ 

hSUvj 

^ Im 

Z'«Z 


• u 

‘C a U g* 

fi^ll 

2 ^ c 
,E Q 3 o 

.9o J « 
KOm^ 


Is 

2"r’ 
03 2 
g 

-2 a 

2 3 

2’'co< 
+-» s' ^ 

O p.S 


30 

S'* 

04 4> 

d a v3 
.52 ^ o 

*0 i/D 


a 

’5) 


5 

H 

c 

.2 

•M 

d 

c> 

d 

•d 

W 

M 

S 

<N 



1970 1971 

. Medical Research Centre of Shri R.D. Birla, one of promi- (a) Donations from members of the “Group" and 
Bombay Hospital Trust. nent members of the their relatives. 

“Group” representing M/s. Shri R.D. Birla 0-30 
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Annexure N 

ZUARI AGRO CHEMICALS LIMITED 
Collaboration Agreement 


This AGREEMENT made the first day of November, 1968, between UNITED STATES 
STEEL CORPORATION, a company incorporated under the laws of the State of Delaware, U.S.A., 
having an office at 525 William Penn Place, Pittsburgh. Pennsylvania, U.S.A. (hereinafter referred to 
as ‘ USSTEEL”), and BIRLA GWALIOR PRIVATE LIMITED, a company incorporated under 
the laws of India and having its registered office at 15-India Exchange Place, Calcutta, India (herein¬ 
after referred to as “BIRLA”). 


WITNESSETH 

WHEREAS, BIRLA has been granted by the Govert)ment of India Industrial Licence No 
L-18(1)/10/66 Ferts 1 of December, 12, 1966 to build and operate a fertilizer plant at Goa; and 

WHEREAS, BIRLA and ARMOUR AND COMPANY (hereinafter referred to as 
“ARMOUR”) have entered into a Promotion Agreement dated the 28th day of September, 1966 
detailing the terms and conditions of their collaboration for the purpose of building and operating 
a fertilizer complex at Goa; and 

WHEREAS, BIRLA AND ARMOUR, in accordance with the terms of said Promotion 
Agreement, caused a company to be incorporated and registered under the name of ZUARI AGRO 
CHEMICALS LIMITED (hereinafter referred to as “Zuari”) with its registered office at Industry 
House, 159, Churchgaie Reclamation, Bombay-20, for the purpose of implementing the project: 
and 

WHEREAS, USSTEEL recently acquired the United States fertilizer business of ARMOUR; 
and 

WHEREAS, ARMOUR has offered to transfer to USSTEEL armour’s interests in the 
said project; and 

WHEREAS, USSTEEL, subject to all the necessary approvals of the project and its partici¬ 
pation therein by the Government of India, agrees to assume the interests of ARMOUR under the 
terms and conditions provided hereunder; and 

WHEREAS, USSTEEL has considerable experience and know-how in the manufacture and 
distribution of fertilizer:.; and 

WHEREAS,, BIRLA agrees to the substitution by USSTEEL for ARMOUR in the Project; 
and 


WHEREAS, USSTEEL and BIRLA consider that their collaboration in the project can be 
best achieved by their participating in the shaie capital of ZUARI and by establishing the following 
terms and conditions for their collaboration; 

NOW, THEREFORE, it is hereby agreed by and between the parties hereto as follow:: 

(Referred to in para 60(3) of the Report). 

Article I—DEFINITIONS 

1. (a) “Birla Company shall mean any company or uust in which the Birla Family has manage¬ 

ment control or equity control. 

(b) “Birla Family shall mean descendants of the late Dr. Raja Baldeo Das Birla and their 
husbands and their wives. 

* ♦ * 


(Referred to in para 60(3) of the Report). 
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Article II—SHARE CAPITAL AND LOAN FINANCING 

1. The cost estimate for the Project provides for a total expenditure equivalent to U.S. $7’90 


million to be financed as follows: 

Equity Shares Rupee Equivalent 

(in Millions) 

USSTEEL.U.S. S6,000 

Birla Companies ......... 2,380 

International Finance Corpn.. • 3,190 

Bank of America • • • • • • • • • 1,000 

First Chicago International Corpn. ...... . 250 

ARMOUR. .300 

Indian Public .......... 3,450 

$16,570 

Preference Shares 

Indian Public.. 5,500 


TOTAL SHARE CAPITAL. $22,070 

Long-term Debt 

Bank of America Group ........ 12,000 

International Finance Corpn... • 12,150 

AID • . . .. 24,680 

48,830 

Total Financing . • • • • * ' • ' 70,900 

♦ * ♦ • 


3. For financing the Project the initial share capital shall be 12,427,500 (twelve mllion tour 
hundred twenty-seven thousand five hundred) equity shares of Rs. 10 each and 412,500 (four 
hundred twelve thousand five hundred) redeemable cumulative preference shares o 
Rs. 100 each. The equity shares shall, subject to and in accordance with the terms and 
conditions hereof, be issued at part: 

(a) 4,500 (four Million five hundied thousand) equity shares of ZUARI of Rs. 10 each shall 
be subscribed for by and be issued and allotted to USSTEEL in the following manner: 

(i) 3,772,500 (three million seven hundred seventy-two thousand five hundred) equity 
shares of Rs. 10 each to be paid for in cash in U.S. currency as hereinafter provi¬ 
ded; and 

' (ii) 727,500 (seven hundred) twenty-seven thousand five hundred) unity shares of 
the value of Rs. 10 each shall be issued to USSTEEL as fully paid up shares against 
supply of know-how in accordance with the terms and conditions of the agreement 
foi the supply of know-how, in the form hereto attached and marked Annexure A. 

(b) 1,785,000 (one million seven hundred eighty-five thousand) equity shares of Rs. 10 each 
shall be subscribed for by and be issued and allotted to the following Birla Companies 
and shall be paid for in cash as hereinafter provided. 

Sutlej Cotton Mills Ltd. 1,000-000 

Pilani Investment Corporation Ltd. • • • • • 750-000 

Birla Bombay Private Ltd./Birla ..... 35-000 

* * * ♦ 

Article III—MEMORANDUM AND ARTICLES OF ASSOCIATION 

♦ * ♦ * 

Article IV—TRANSFER OF SHARES 

* . fl 

2. (a) Any Birla Company holding shares in ZUARI and wishing to transfer part or all of suc“ 

shares to any one or more Birla Companies shall be free to do so. 
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(b) USSTEEL shall be free to transfer part or all of its shares in ZUARI to any subsidiary in 
which USSTEEL is diiectly or indirectly the owner of all the shares canying the right 
to vote at a general meeting of shareholders. 

(c) BIRLA shall ensure that all equity shares held by any Birla Company. 

(i) Shall remain under the conti ol of Birla, and 

(ii) Shall be subject to the restrictions on the transfer of shares provided for in this 
Article IV. 

* • ♦ ♦ 

(Referred to in Para 60(4) of the Report) 


Article XI—EFFECTIVE DATE AND TERMINATION 

* * * • 

* « * * 

2. Subject to the provisions of this Article XI, this Agreement shall remain in effect so long 
at the parties hereto, any USSTEEL subsidiary or any Birla Company, as the case may be, 
own a combined total of at least fifty percent (50%) of the equity shares of ZUARI. 

* * * « 


(Referred to in Para 60(6) of the Report). 
ATTEST 
Sd. 

(Richard M. Hays) 

ATTEST 

Sd. 

(K.A. Varugis) 


UNITED STATES STEEL CORPORATION 
Sd. 

(Phillips Hawkins) 

BIRLA GWALIOR PRIVATE LIMITED 
Sd. 

(K.E. Birla) 


LICENCE No. L/18(l)10/66-Ferts. 1. 

Government of India 
MINISTRY OF INDUSTRY 

New Delhi, the 12th December, 1966 

In application, dated 31st March, 1962, for a licence having been received from M/s Birla 
Gwalior Private Ltd., Bombay for setting up a new industrial undertaking under the name and style 
of “Zuari Agro Chemicals Ltd.” for the manufacture of ammonia and urea, under Rule 7 of the 
Registration and Licensing of Industrial Undeitakings Rules, 1952, the Central Government, in 
exercise of the powers conferred by Rule 15(2) of the said Rules, hereby grants this Licence for the esta¬ 
blishment of the new industrial undertaking subject to the conditions mentioned below and in the 
attached sheet. 

1. The new industrial undertaking shall have an installed capacity as mentioned below against 
each items of manufacture. No section of the Industrial Undertaking should have, 
except with the prior approval of ihc Governmeui. of India, capacity substantially m 
excess of that specified below:— 

(i) Ammonia. 200,000 tonnes per annum 

(ii) Urea. 340,000 Do. Do. 

2. The new industrial undertaking shall be located at Goa. 

Sd/. 

(DHANI RAM) 

Under Secretary to the Govt, of India 
(Keferred to in paia 60 (1) of the report) 
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July 10, 1967 

The Secretary to Govt, of India, 

M.nistry of Petroleum & Chemicals, 

(Dept, of Chemicals), 

North Block Secretariat, 

New Delhi. 

Dear Sir, 

We are enclosing a letter from M/S. Birla Gwalior Pvt. Ltd. requesting that the Industrial 
Licence No. L/18(l)/10/66-Ferts. I dated 12th December, 1966 issued to them be transferred to us. 
In this connection, we wish to add that this Company has been registered by M/s. Birla Gwalior 
acting as Promoters for the sole purpose of setting up the Fertilizer project at Goa. Now that this 
company has been registered in terms of the Promotion Agreement between Birla Gwalior Pvt. Ltd. 
and Armour and Company of Chicago, we request that the above licence be transferred to iis as 
early as possible. 

Thanking you. 


Yours faithfully 

For ZUARl AGRO CHEMICALS LIMITED 
(Sd.) 

(K.A. VARUGIS) 

Director 

(Referred to in Para 60(1) of the report) 

NO. FERTS. l/ll/(l)/66 
Government of India 

MINISTRY OF PETROLEUM & CHEMICALS 
DEPTT. OF CHEMICALS 

New Delhi, the 28th July, 1967 


To 

M/s. Zuari Agro Chemicals Ltd., 

Industry House, 159-Churchgate, Reclamation, 

Bombay. 

Sub: Goa Fertilizer Project—^Transfer of Indnstrial Licence in the name of Zuari Agro 
Chemicals Ltd. issue to M/s. Birla Gwalior (P) Ltd.—Request thereof. 

Dear Sir, 

I am directed to refei to your letter dated the 10th July, 1967 regarding the question of transfer 
of Industrial Licence issued in the name of M/s. Birla Gwalior (P) Ltd. for setting up a fertilizer 
plant at Goa in your name, and to say that since the name of your Company “Zuari Agro Chemicals 
Od.” is already included in the licence, it does not appear necessary to change the licence, exclusively 
in your name, thereby deleting the name of M/s. Birla Gwalior (P) Ltd. who are the sole promoters 
of the project. 


Yours faithfully, 

(Sd.) 

(R.R. RAO) 

Under Secretary to the Govt, of India 
(Referred to in Para 60(1) of the report) 


21—7 M of IJ&CA/ND/79 



ZUARI AGRO CHEMICALS UMITED 


Registered Office : 

Industry House, 
159-Chuichgate Reclamation* 
Bombay-20. 

9th April, 1970 


The Dy. General Manager—Operations, 

Industrial Development Bank of India, 

Reserve Bank Building, 

Bombay-1. 

Dear Sir, 

We wish to refer you to the discussions the undersigned had with you when he called at your 
office along with M/s. P. Holcom D.F. Tuthill and S.B. Saria. During the meeting the draft under¬ 
writing agreement that you sent on March 26th was discussed in fair detail and a few points were 
raised for your clarification. We shall be grateful if you could kindly confirm that the following 
represents the clarification given by you at the meeting :— 

(1) In Condition 2(a) (i) of your draft it is mentioned that Rs. 178,50 lacs worth of Equity 
Shares would be subscribed for by Sutlej Cotton Mills Ltd., Pilani Investment Corporation 
Ltd., Birla Bombay Pvt. Ltd. and Birla Gwalior Pvt. Ltd, We explained that due to 
certain legal difficulties Rs. 75 lacs worth of shares originally intended to be subsciibed 
by Pilani Investment Corpn. Ltd. would be subscribed by the following Birla Companies: 


(1) 

Pilani Investment Corpn. Ltd.. 

• 200,000 shares 

(2) 

Birla Education Trust. 

• 180,000 „ 

(3) 

Century Spinning & Mfg. Co. Ltd.. 

• 150,000 „ 

(4) 

Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

• 110,000 „ 

(5) 

Birla Bombay Pvt. Ltd.. 

70,000 „ 

(6) 

Jiyajeerao Cotton Mills Ltd.. 

40,000 „ 


We request that the four additional clauses be amended to that Equity shares worth Rs. 178.5 
lacs will be subscribed by Birla Companies. 

(2) Under Sub-clause 2 of the same paragraph you have indicated that the subsciiption by 
Birla Companies and U.S. Steel Corpn. should be fully paid up before public issue. As 
our understanding with the lending institutions, shares subscribed by our Collaborators 
and Promoters would only 50 % paid up before public issue. Balance of the call money 
will be paid by them when called by the Directors either along with the public share¬ 
holders or earlier, if required. This change may please be incorporated in your draft. 

(3) In Sub-clause v of Clause 6 of your draf*. you have indicated that terms and conditions 
for appointment of Selling Agents/Distributors and renewal of appointment, if any, shal 
be subject to your approval. We explained that the Company had no intention of appoint¬ 
ing Sole Selling Agents or Sole Distributors and that they were proposing to appoint 
several distributors all over the country for selling their products to the farmers. You 
were pleased to confirm that your intention war to place a restriction only on the appoint¬ 
ment of Sole Selling Agents oi Sole Distributors and this restriction would not apply to 
the type of distributorship that was being contemplated by Zuari. 

(4) In Sub-clause vii of Clause 6 of your draft you have placed a restriction on transfer, 
assignment, pledging, hypothecation of disposing of the shares to be subscribed by Birla 
Companies and United States Steel Corporation. It was explained that this restriction 
was too severe and you agreed that your intention was that it would noi apply in the case 
of Birla Companies transferring iheir shares to other Birla Companies as provided in the 
Collaboration Agreement or U.S. Steel Corporation transferring their shaies to one or 
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more of their wholly owned subsidiaries. It was also agreed that this restriction will 
only apply during the period the share retention agreement to be entered into with IFC 
USAID, and Birla Gwalior is in force. 

Thanking you, 


Yours faithfully. 

For ZUARI AGRO CHEMICALS LIMITED 
(Sd.) 

(K.A. VARUGIS) 

Managing Director 

(Refer para 60(5) of the report) 


(ORIGINAL ON STAMPED PAPER) 


25th July, 1970 

Industrial Development Bank of India, 

Reserve Bank Building, 

Mint Road, 

Bombay-1. 

Dear Sirs, 

In consideration of your granting, at our request, under writing assistance to Zuari Agro 
Chemicals Ltd., a company incorporated under the Companies Act, 1956 and having its registered 
office at Industry House, 159-Churchgate Reclamation, Bombay-20, we, Pilani Investment Corpo- 
raiion Ltd., a company within the meaning of the Companies Act, 1956 and having its registered 
office at Birlanagar, Gwalior, do hereby undertake to you, Industrial Development Bank of India, 
your successors and assigns that during a period of fourteen years during which loans aggregating 
Rs. 39,99,75,000 obtained by the Company for its project referred to in the prospectus dated 11th 
May, 1970 issued bv the Company are repayable, we shall not without your prior approval in writing 
transfer or dispose of in any manner whatsoever or create any interest whatsoever in 2,00,000 Equity 
Shares held by us in the company and any additional shares issued in respect of such Equity shares. 

Provided, however, that these may be transferred to any Birla Company or member of the 
Birla Family or Trust. Term ‘Birla Company’ or ‘Trust’ shall mean any Company or Trust which 
is under equity or manige.tieitt control of the Birla Family. ‘Birla Family’ shall mean descendants 
of Late Dr. Raja Baldeodas Birla and their husbands and wives. 


Yours faithfully, 

For PILANI INVESTMENT CORPORATION LTD 

(Sd.) 

Secretary 

We, Zuari Agro Chemicals Ltd., agree and undertake to you. Industrial Developmem Bank of India 
not to register any transfer of shares in breach of the above undertaking. 

For ZUARI AGRO CHEMICALS LTD 
(Sd.) 

Managing Director 


(Refer Para 60(8) of the report) 
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ZUARI AGRO CHEMICALS LIMITED 
Registered AID. 


Shri R.D. Saxena, 
Director (Investigation), 
M.R.T.P. Commission, 
Travancoie House, 
Kasturba Gandhi Marg, 
Post Box No. 424, 

New Delhi-1. 


16th February. 1973 


Dear Sir, 

Ref.: Enquiry under Section 21(3)(b) of the M.R.T.P. Act, 1969 in the case of M/s. Century 
Spinning & Mfg. Co. Ltd. 

Please refer to your letter No. l(l)/Enq/71/IC of the 2nd instant. 

As desired by you, we enclose copies of the applications’, of the Birla Companies (as defined 
in Article I of the Collaboration Agreement entered into between U.S. Steel Corporation with Birla 
Gwalior Pvt. Ltd., on 1st November, 1968) for allotment of shares of our company. They were 
allotted the shares mentioned herein below against their respect names, i.e.: 


1. Sutlej Cotton Mills Ltd.. 10,00,000 

2. Pilani Investment Corporation Ltd. 2,00,000 

3. Birla Education Trust • .. 1,80,000 

4. Century Spg. & Mfg. Co. Ltd.. 1,50,000 

5. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd..1,10,000 

6. Birla Bombay Private Ltd.. 70,000 

7. Jiyajeerao Cotton Mills Ltd.. 40,000 

8. Birla Gwalior Private Ltd.. 34,840 


Got transferred from subscribers of the Memorandum of Association • 160 


Total • 17,85,000 

With reference to paragraph 2 of your letter under reply as you are aware our Authorised and 
Issued equity capital is 1,27,50,000 shares of Rs. 10 each. Out of the same. United States Steel 
Corporation has subscribed for 37,72,500 shares and Birla Companies and Birla Education Trust 
had subscribed for 17,85,000 sharei as mentioned above—leaving a balance of 68,70,000 equity 


shares. 

The said 68,70,000 shares were issued as follows : 

(a) United States Steel Corporation for Know-How .... 7,27,500 shares 

(b) Armour and Company. • 2,25,000 shares 

(c) Communidade of Sancoale ...... • . 5,000 shares 

(d) International Finance Corporation, Washington • . . 23,92,500 shares 

(e) Bank of America.. 7,50,000 shares 

(f) First Chicago International Finance Corporation .... 1,87,500 shares 

Total ■ 42,87,500 shares 


(g) The balance of 25,82,500 shares were issued and allotted to the public in respect of which 
applications received were for 2,13,45-800 shares i.e. the public issue was over subsciibed 
by approximately 9 times. 

♦ ♦ ♦ ♦ * 

Yours faithfully. 

For ZUARI AGRO CHEMICALS LIMITED 
(Sd.) 

(R. KAPOOR) 

Vice President—Finance 


(Refer Para 60(8) of the report) 
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INDUSTRIAL DEVELOPMENT BANK OF INDIA 
Reserve Bank Building, Bombay-1. 

Post Box No. 1241 
May 6, 1970 

Reference No. 2579/OP. 14(92)-69/70 Vaisakha 16, 1892 (Saka) 

The Directors, 

Zuari Agro Chemicals Ltd., 

Industry House, 

159-Churchgate Reclamation, 

Bombay-20. 

Dear Sirs, 


Application for underwriting of the proposed issue of Equity and Preference Shares. 

We write with reference to the negotiations regarding the proposed underwriting of 5,00,000 
Equity Shares of the face value of Rs. 10 each and 2,57,500—9-5% Cumulative Redeemable Pre¬ 
ference Shares of the face value of Rs. 100 each, out of the total issue of 25,82,500 Equity Shares of 
Rs. 10 each and 4,12,375—9-5% Cumulative Redeemable Preference Shares of Rs. 100 each, to be 
offered by your company for public subscription at par, in connection with its proposed fertiliser 
project at Sancoale, Goa. 

In this letter of Underwriting the Industrial Development Bank of India is referred to as “the 
Development Bank”. 

On the understandings and subject to the conditions set out below, the Development Bank 
hereby offers to underwrite 5,00,000 Equity Shares and, 242,375—9-5% Cumulative Redeemable 
Preference Shares out of the shares proposed to be offered by your company for public subscription. 

1. That the representations made by the Company or its representatives from time to time 
to the Development Bank and the statements made by the Company in the prospectus are correct. 

2. (a)(i) That the Company shall raise a total share capital of Rs. 1655-25 lakhs made up 
of Rs. 1,24,27-500 Equity Shares of Rs. 10 each and 4,12,500—9-5% Cumulative Redeemable Pre¬ 
ference Shares of Rs. 100 each and that, of these. Equity Shares for a minimum amount of Rs. 178-50 
lakhs shall be subscribed for by seven companies and a Trust in the Indian promoter group, viz., 
Sutlej Cotton Mills Ltd., Pilani Investment Corporation Ltd., Biila Bombay Private Ltd., Birla Gwalior 
Private Ltd., Century Spinning & Manufacturing Co. Ltd., Gwalior Rayon Silk Mfg. (Wvg) Co. 
Ltd., Jiyajeerao Cotton Mills Ltd. and Birla Education Trust, Equity Shares for Rs. 277-25 lakhs 
shall be subscribed for by the company’s collaborators, United States Steel Corporation, Pittsburtgh 
Pennsylvania, U.S.A., Equity Shares for Rs. 72.75 lakhs shall be allotted to the said United States, 
Steel Corporation for technical know-how. Equity Shares for Rs. 22-50 lakhs shall be subscribed for 
by Armour & Co., Chicago, U.S.A., Equity shares for Rs. 75-00 lakhs shall be subscribed for by the 
Bank of America, New York, U.S.A., Equity Shares for Rs. 18-75 lakhs shall be subscribed for by 
the First Chicago International Finance Corporation, Chicago, U.S.A. and Equity Shares for 
Rs. 239-25 lakhs shall be subscribed for by the International Finance Corporation, Washington, 
U.S.A. 

(ii) That except as the Development Bank may otherwise agree in writing, the Equity Share 
for a minimum amount of Rs. 178-50 lakhs to be subscribed for by Sutlej Cotton Mills Ltd., Pilani 
Investment Corporation Ltd., Birla Bombay Private Ltd., Birla Gwalior Private Ltd., Century Spinning 
& Manufacturing Co. Ltd., Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., Jiyajeerao Cotton Mills Ltd. 
and Birla Education Trust shall have been paid-up to the extent of 75% in cash at par before any 
shares are offered to the public for subscription. 

it * * if 

6(vii) That during a period of 14 years within which the terms loans referred to in Clause 
6(i) are repayable, the Company shall ensure that Sutlej Cotton Mills Ltd., Pilani Investment Cor¬ 
poration Ltd., Birla Bombay Prjvate Ltd., Birla Gwalior Private Ltd., Century Spinning & Manu¬ 
facturing Co. Ltd., Gwalior rayon Silk Mfg. (Wvg.) Co. Ltd., Jiyajeerao Cotton Mills Ltd. and Birla 
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Education Trust and the United States Steel Corporation will not, without the prior approval in 
writing of Development Bank transfer, assign, pledge, hypothecate or otherwise charge or dispose 
of in any manner howsoevei or thatsoever their shareholdings in the Company, present and future 
and for that purpose, the Company shall obtain and furnish to the Development Bank undertakings 
from the above mentioned concerns in favour of the development Bank in a form required by the 
Development Bank. 

Provided, however, that transfers etc. between or among the seven Birla Companies and Birla 
Education Trust, and any other Birla Company or a member of the Birla family, and from US Steel 
Corporation to one or more of its wholly-owned subsidiaries can be freely made. 

* * * * 


7(c) That Pilani Investment Corporation shall give an undertaking to the Company and 
the Development Bank in such form as may be required by the Development Bank that it shall procure 
for the Company ai the appropriate time, on terms acceptable to the Development Bank, funds to 
the extent of Rs. 75 lakhs to meet the shortfall, if any, in financing the cost of the project and/or for 
working capital and that the Company shall make a mention of the undertaking in the prospectus. 
In addition, the Company shall, subject to the permission of the lending institutions, give to the 
Development Bank. 

« 4c i|i 41 

Yours faithfully, 

for and on behalf of the INDUSTRIAL 
DEVELOPMENT BANK OF INDIA 
(Sd.) 

Deputy General Manager 


(Refer Para 60(8) of the report) 
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13. Indian Dyestuff Industries Limited NO .. Indian Term Loan and cash credit facility 

are not guaranteed/counter-guaranteed by 
any company and/or individual. 
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company in October, 1970. Even on the 
terms loans from IDBI, LIC, IFC, ICICI 
for which the ex-managing agents are the 
conforming parries to the Mortgage deed no 
guarantee coironission has been paid. 
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After Office Hours 

Shri B.N. Saxena • • • M/s. Gwalior Rayon, Hindustan 38-4856 
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Annexure Q 

List of Subsidiary Companies of “Selected Companies" 


S.No. Name of the Subsidiary Company Name of the holding Company 


1. 

Bharat General & Textile Industries Limited 

• M/s. Kesoram Industries & Cot¬ 
ton Mills Limited. 

2. 

Hindustan Heavy Chemicals Ltd. • • • 

Do. 

3. 

India Linoleums Limited. 

• M/s. Birla Jute Mfg. Co. Ltd. 

4. 

Assam Jute Supply Co. Ltd.. 

Do. 

5. 

Bharat Overseas Corporation. 

Do. 

6. 

Hindustan Motor Corporation Ltd. 

• M/s. Hindustan Motors Limited 

7. 

Uteco Limited, Calcutta. 

Do. 

8. 

Salt and Allied Industries Ltd. .... 

• M/s. Jiyajeerao Cotton Mills Li¬ 
mited. 

9. 

Birla AG-Zug.. 

Do. 

10. 

Orient General Industries Ltd. .... 

• M/s. Orient Paper Mills Ltd. 

11. 

Air Conditioning Corporation Limited 

Do. 

12. 

Motelitc Limited. 

Do. 

13. 

Kerala Spinners Limited. 

• M/s. Gwalior Rayon Silk Mfg. 
(Wvg.) Company Limited. 

14. 

Minerals and Minerals Ltd.. 

• M/s. Hindustan Aluminium Cor¬ 
poration Limited. 

15. 

Renusagar Power Company Limited 

Do. 










REPORT UNDER SECTION 22(3) (b) OF THE MONOPOLIES AND 
RESTRICTIVE TRADE PRACTICES ACT, 1969, IN THE CASE 
OF MAHARAJA SHREE UMAID MILLS LIMITED PALI, 
MARWAR, RAJASTHAN. 


22—7 M of LJ & CA/ND/79 
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INTRODUCTION 


0-01 M/s. Maharaja Shree Umaid Mills Ltd. of Pali Marwar in the State of Rajasthan owning 
a textile mill situated at Pali (hereinafter referred to as Umaid Mills) made on the 19th September, 
1975 an applicationn dated the 16th September, 1975 under section 22(2) of the Monopolies and 
Restrictive Trade Practices Act, 1969 (hereinafter referred to as the Act) for approval of the Central 
Government to their proposal for establishment of a new undertaking for the manufacture of indus¬ 
trial explosives and accessories. The Central Government after considering the proposal and the 
scheme of finance was of the opinion that no order according approval under section 22(3) (a) for the 
proposal should be passed without a further enquiry by the Monopolies and Restrictive Trade 
Practices Commission (hereinafter referred to as the ‘Commission’). In exercise of the powers under 
Section 22(3) (b) therefore, the Central Government referred the application of Umaid Mills to 
the Commission for an enquiry and report, vide Department of Company Affairs letter No. 2/16/75- 
M(i) dated 6th April, 1976. 

0-02 On receipt of the reference the Commission issued a Notification on 13th April, 1976 
inviting comments on the proposal of Umaid Mills from all patties concerned which were affected 
by the proposal. It also issued a detailed questionnaire to Umaid Mills and to several Government 
departments and agencies which were connected or concerned with the proposal. The Commission 
received replies from several parties, the Government departments and from Umaid Mills. The 
proposal was objected to by Indo Burma Petroleum Company, a Government of India undertaking, 
F.C.I. also a Government undertaking, Narendra Explosives Ltd. Dehra Dun and I.D.L. Chemicals 
Ltd. of Hyderabad. 

0-03 In terms of sub-section (2) of Section 30 of the Act, the Commission was to submit 
its report to the Central Government by 4ih July, 1976. However, the date for submission of the 
Report had to be extended as information from the applicant company had not been received in time. 
The applicant company was asked to furnish information on the various points by 15th May, 1976. 
The reply was received on 17th May, 1976, but on exmination of the same a number of clarifications 
were sought from the applicant company. Some of the clarifications were received at the end of 
June, 1976 and some more by the middle of July, 1976. Accordingly, the date of submission of the 
report was extended upto 31st July, 1976. 

0'04 The public hearing in the case was held on 19th July, 1976. The list of persons who 
were present during the hearing is given in the Annexure A. 
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CHAPTER I 


APPLICANT COMPANY 


1-01 Umaid Mills is a public limited company doing business in the manufacture and sale 
of textile yarn and piece goods. The company came into existence as a Private Limited Comapany 
on 12th August, 1939 and was later on converted into a public Limited Company in the year 1952, 
It started with an initial capital of Rs. 24 lakhs in the year 1939 and its subscribed capital as at the end 
of 1974 amounted to Rs. 80 lakhs, which included shares worth Rs. 24 lakhs issued for cash and shares 
for Rs. 56 lakhs issued by capitalisation of reserves, share premium etc. In addition the company 
has reserves of Rs. 3,62,75,548 according to the balance sheet for the year ended 31-12-1974. 


1-02 A list of shareholders of Umaid Mills having 1 % or more of the shareholding as on 1st 
May, 1976 and a list of the ten largest share-holders of Umaid Mills as on the same date are given 
in Annexures ‘B’ and ‘C’ to this leport. It is registered as an undertaking under Section 20(a) of the 
Act vide Registration No. MRTP 529/1970 dated 11-11-70. Umaid Mills have admitted intercon¬ 
nection with the following two undertakings: 

Name & Address Line of business Total assets 


Foit Gloster, 
Industries Ltd., 
21 Strand Road, 
Calcutta. 


Manufacturers of Jute Goods & Electrical 
and Power Cables. 


As on 

31-3-75 Rs. 17-33 
crores 


Bowreah Cotton Mills Co. 
21 Strand Road, 
Calcutta-I. 


Ltd., Manufacturers of Cotton textiles and 
ded Fabrics 


Blen- As on 

31-12-75 Rs. 5-85 
Crores. 


The interconnection is admitted on the ground that l/3rd of the Board of Directors of Umaid Mills 
also constitutes one-third of the Board of Directors of each of the two Undertakings. Interconnection 
with any other undertaking owned and/or controlled by Bangur Group was denied. 

1-03 The manufacturing activities of Umaid Mills commenced in the year 1941 with an initial 
installation of about 400 looms and 17,000 spindles. This capacity has steadily been increased to 
the present figure which stands at 559 looms and 58,308 spindles. 

1*04 The production and sales of Umaid Mills during the last five years can be seen from the 
following table: 


A— Production of cloth in thousand meters. 

B— Production /consumption of yarn in thousand kgs. value of production/sales in 
thousand Rs. 


/. Production 


Name of 
the 

product 

Licensed 

capacity 

Installed 

capacity 

When Yr. 
installed in which 
prodn. 
started 

Production 


Capitative con- 

cirnintinn 

Year 

Quantity 

Value 



1 

2 

3 

4 5 

6 

7 

8 

( 

9 

Cloth • 

559 looms 559 looms 1941 & 1941 
from 
time to 
time 

1975A 

B 

16,468 

5,088 

5,76,54 

5,45,56 

1 , 539 ] 

value 

not 

assured 
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1 2 

3 4 

5 

6 

7 

8 

9 

Yarn • 58,374 Spdls 

58, 308 Spdls 

1974A 

15,346 

4,84,85 

- 

i 


B 


4,41,59 

1,523 

\- Value 




1973A 







B 

4,760 

4,69,72 

1,527 

i not 






3,74,27 


1 

ass- 




B 



1,546 

essed 




1971A 


3,63,97 






B 

4,435 


1,432, 



II. 

Gross turnover 





Name of product 

1971 

1972 


1973 

1974 


1975 

Cloth • 

3,49,24 

4,20,74 


4,13,75 

5,16,73 


5,95,14 

Yarn • 

3,81,26 

4,26,45 


4,57,14 

6,49,59 


5,55,73 

Waste etc. 

12,32 

16,75 


1,986 

21,81 


19,90 


i,Ai,n 

8,63,94 


8,90,75 

11,88,03 


11,70,77 


1-05 The export performance of Umaid Mills in respect of two items of its production viz. 
yarn and cloth can be seen from the Annexure D. The data shows that Rupee realisations by Umaid 
Mills from exports during 1974 and 1975 amounted to Rs. 8-19 lakhs and Rs. 28-44 lakhs, representing 
about 0-7 percent and 2-8 percent respectively of the gross turn over during the two years. 

1-06. Umaid Mills is said to be professionally managed through a duly constituted Board 
Their policies and directives are carried out through the senior executives of the company, all of whom 
have long and professional experience in the line. These ofiBicers in turn are assisted by well trained 
staff members down to workmen in the line. The total number of persons employed by Umaid Mills 
as on 1-4-76 was as under: 


A. Staff 

Executive. 38 

Technical . 97 

Clerical ....... 238 

373 

B. 'Workers 

Skilled.2,313 

Semi-skilled. 452 

Unskilled. 832 


3,597 


1 -07 The marketing of cloth and yam is done through a number of indenting agents spread 
through the country and through wholesalers, sub-wholesalers and other big buyers. Umaid mills 
have also their owir retail outlets, serving the dual purpose of making the products available at mill 
rates and establishing direct consumer-manufacturer relationship. 

1 -08 They have a quality control section which is divided in two sub sections namely: 

(a) Standards Department : Mainly responsible for maintaining and improving the quality 
in spinning and weaving and checking the physical properties for raw material and 
design specification of product. 

(b) Chemical Laboratory: Mainly responsible for testing quality of colours and chemicals 
used in the Mill and checking the quality of product at various stages of processing. 
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The routine quality control includes: 

(i) Collection of data in a reliable manner at various stages manufacturing. 

(ii) Testing the samples and analysing the data. 

(iii) Interpreting the data and drawing conclusions with the help of known objective 
methods. 

(iv) Reporting in suitable manner to the respective Section Heads. 

(v) Following up the corrective action in case of any abnormality. 

1 • 09 Umaid Mills claim to keep abrett of the latest developments in the production precesses 
of Yarn and Cloth Industry. Specific investigation on problems such as setting norms and improving 
existing quality, developing new shades, cost reduction etc. are being handled by the quality control 
department. In case of any specific problems and for knowledge of the results of research in manu¬ 
facturing techniques etc. constant liason is maintained and constant flow of information is ensured 
from research Institutes like ATIRA, NITRA etc. of which Umaid Mills are members. According 
to Umaid Mills basic research in Textiles is not within the competence of individual industrial units 
but resources are pooled in common research programmes tlmough regional research institutes. 
For development of Cotton cultivation in the cotton tract in the vicinity of the factory site falling in 
Pah, Sirohi and Jalore districts of Rajasthan, special research and development programme for 
long staple varieties of cotton is undertaken with the help and collaboration of I.C.M.F. whose cotton 
development project is situated at Sumerpur/Sheoganj. 

UlO. Balance sheets of Umaid Mills for the last five years have been analysed and results 
given in the following table. It will be noted that Umaid Mills earned a retrun of 25 % on capital 
employed in 1974 and of 28% in the previous year. 


Rs./lakhs 


Capital Employed 



Year ending 30th September 



1970 

1971 

1972 

1973 

1974 

1 


2 

3 

4 

5 

6 

1. Fixed Assets • • • • 


369 01 

401-68 

445-41 

470-86 

503-26 

Less Depreciation • 


230-49 

258-47 

279-92 

308-18 

341-38 

Net Assets .... 


138-52 

143-21 

165-49 

162-68 

161-88 

2. Current Assets 


379-46 

418-70 

460-66 

515-04 

594-53 

3. Current Liabilities & Provisions 


74-39 

75-27 

127-86 

156-19 

177-84 

4. Working Capital (2-3) • 


305-07 

343-43 

332-80 

358-85 

416-69 

5, Capital Employed (1+4) 


443-59 

486-64 

498-29 

521-53 

578-57 

Financed by: 







Ordinary shares 


72-00 

72-00 

72-00 

72-00 

72-00 

Preference shares .... 


8-00 

8-00 

8-00 

8-00 

8-00 

Reserves & Surplus 


216-83 

256-78 

274-56 

320-67 

362-76 

Secured Loans • • • • 


149-12 

149-06 

145-49 

118-82 

112-57 

Unsecured Loans 


53-90 

59-54 

2-47 

69-27 

80-91 

Deferred Payment Credits 


5-49 

4-23 

51-97 

0-93 

0-08 

Total 


505-84 

549-61 

554-49 

589-69 

636-32 

Less Capital work in Progress 

• 

9-59 

8-99 

4-92 

16-83 

6-81 

Investments .... 

• 

52-66 

53-98 

51-28 

51-33 

50-94 

Total 

• 

62-25 

62-97 

56-20 

68-16 

57-75 
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1 

2 

3 

4 

5 

6 

Capital Employed • • • • 

443-59 

486-64 

498-29 

521-53 

578-57 

Average Capital Employed 

• 

465-12 

492-57 

509-21 

550-05 

Equity Debt Ratio 

1:0-70 

1:0-63 

1:0-56 

1:0-47 

1:0-44 

Gross Profit .... 

73-65 

48-05 

55-87 

145-06 

137-12 

Net Sales. 

661-91 

733-85 

848-31 

869-82 

1175-37 

Cost of Sales .... 

588-26 

685-80 

792-44 

724-76 

1038-25 

Gross Profit as & on 

1. Net Sales . . • • 

11-1 

6-5 

6-6 

16-7 

11-7 

2. Cost of Sales 

12-5 

7-0 

7-0 

20-0 

13-3 

3. Average capital employed 

• 

10-3 

11-3 

28-4 

24-9 


I’ll Umaid Mills have applied to the Government on 14th February, 1975, for industrial 
licence for installation of additional 12,000 spindles and 96 looms. They claim that according to 
tae provisions of the Act, the proposal would not amount to substantial expansion. However, at 
the instance of the Ministry of Industry and Civil Supplies (Department of Industrial Development) 
they have applied on 13th June, 1975, for approval of the proposed expansion under Section 21/22 
of the Act. 


THE PROPOSAL 


2-01 The proposal of Umaid Mills is to set up facilities for the manufacture of industrial 
explosives, detonating fuses, safety fuses and gun powder. The proposed capacity for the manufacture 
of explosives and each of the accessories was as under: 

Industrial Explosives .... 

25,000 million Tonne 

Detonators (all types) .... 

30 million numbers 

Detonating Fuses. 

15 million metres 

Safety Fuses. 

15 million „ 

Gun Powder ..... 

250 Tonnes 


The explosives to be manufactured are to be slurry explosives. It has been assumed that the product 
mix would generally have the ratio of 80:20 of mall diameter and large diameter and will include 
both premitted and non-premitted grades. Umaid Mills clarified during the public hearing that the 
proposed capacity for gun powder was for captive requirement of the powder for manufacture of 
safety fuse and not for sale. 

2-02 The estimated project cost was 12-60 crores comprising the following items:— 




Rs. 

(i) 

Land. 

15 lakhs 

(ii) 

Building. 

145 lakhs 

(iii) 

Plant and Machinery .... 

765 lakhs 

(iv) 

Furniture and Fixtures • . • . 

15 lakhs 

(V) 

Engineering know how .... 

40 lakhs 

(vi) 

Pre-operation expenses, capital issue expen¬ 
ses. 

45 lakhs 

(vu) 

Interest, Insurance and guarantee commis¬ 
sion. 

100 lakhs 

(viii) 

Margin for working capital • 

45 lakhs 

(ix) 

Contingency. 

90 lakhs 

1260 lakhs 
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2*03 The further break up of plant and machinery is given by Ummd Mills as under:— 


(a) 

Plant and Machinery (Rs. 

in lakhs) 



1 . 

Mfg. house complete with facility to Mix, Cartridge, pack-of 
approx 4,200 M.T. per annum of Slurry 6 Nos. 

120 



2 . 

One no. Ammonium Nitrate plant of approx. Capacity 60 
M.T/Day., Complete with auxiliaries at an estimated cost. 

65 



3. 

One No. Nitric Acid plant of capacity 50 M.T./Day with 
auxiliaries, at an estimated cost of. 

140 



4. 

Facilities to manufactuie sensitizing intermediates complete 
with auxiliaries at an estimated cost of. 

150 



5. 

Manufacturing facilities required to make Detonators/De¬ 
tonating Fuses/Safety Fuses etc. These should include faci¬ 
lities for (a) Safety Fuses Plant (b) Detonators/Detonating 

Fuse Plant etc. 

135 




The total estimated cost of all these. 


610 

(b) 

Services 




1 . 

Boiler House 

20 



2 . 

Water Supply. 

25 



3. 

Power Sub-Station. 

20 

65 

(c) 

Internal Transport/Distributiim: 




1 . 

Tractor Trailors—10 Nos.. 

10 



2 . 

Explosives Vans. 

15 

25 

(d) 

Stores Capacities 




1 . 

Transportation and Storage of Ammonia 

30 



2 . 

Nitric Acid Storage. 

15 



3. 

Explosives Magazines. 

10 

55 

(e) 

1 . 

Labs/R & D. 

5 



2 . 

Workshop etc.. 

5 

10 


765 


2-04 Out of these, the requirement of imported plant and machinery was estimated at ap¬ 
proximately Rs. 2-25 crores. It is stated that this may come down by the time these facilities are 
installed in case some items are indigenously available. 

2-05 Originally estimated annual production was to be 24,000 Metric tonnes valued at Rs 
14*40 crores approximately. The production capacity was envisaged on the basis of 300 working days 
per yeai on three shift basis. The phasing of the production was to be as under: 


Year 

Line of Production 

Annual Turnover 

Percentage value 
of imported 

content of raw 
material 



Quantity MT 

Value 

Rs. 

1st Yr. 

Industrial Explosives & Accessories 

15000 

9*00 crores 

Nil 

2nd Yr. 

Do. 

17500 

10-50 


3rd Yi. 

Do. 

20000 

12-00 

tt 

4th Yr. 

Do. 

24000 

14-40 

FJ 


2*06 Subsequently the following projections were given which included not only production 
of industrial explosives but also of accessories: 
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Particulars 




Projected Years 



I 

II 

III 

IV 

V 

1 


2 

3 

4 

5 

6 

Capacity utilisation (Percent) 

• 

50 

60 

75 

85 

85 

Production 







Industrial Explosives (M/T) 


12,503 

15,030 

18,750 21,250 

21,250 

Detonators Ordinary (Million Nos) 


9 

10-8 

13-5 

15-3 

15-3 

Detonators—^Instant (million nos) • 


6 

7-2 

9-0 

10-2 

10-2 

Detonating Fuses (Million Meters) 


7-5 

9 

11-25 

12-75 

12-75 

Safety Fuse.- (million Meters) • 


7-5 

9 

11-25 

12-75 

12-75 

I INCOME 







1. Sales Value (ex-factory) 

• 

924 

1,108 

1,385 

1,570 

1,570 

2. Other Income 







(a) Commission 







(b) Interest 





• • 


(c) Dividend 


. . 





(d) Other Misc. 







Total 


924 

1,108 

1,385 

1,570 

1,570 

II. EXPENDITURE 







1. Material 


388 

466 

582 

660 

660 

2. Salaries & Wages 


65 

70 

77 

85 

95 

3. Stores and Spares • 


30 

35 

40 

45 

45 

4. Power and Fuel 


12 

13 

14 

15 

15 

5, Repairs & Maintenance • 


7 

8 

10 

11 

12 

6. Depreciation 


114 

116 

118 

120 

122 

7, Interest • • • • 


111 

111 

102 

94 

85 

8 . Royalty 3 % on sales 


28 

33 

42 

47 

47 

9. Other Overheads 


12 

12 

13 

14 

14 

10. Administrative overheads • 


50 

55 

60 

60 

60 

11. Selling and Distribution expenses 

46 

55 

69 

79 

79 

Total 

• 

863 

974 

1127 

1230 

1234 

12. Profit/Loss 

• 

61 

134 

258 

340 

336 

LESS 







13. Development Rebate Investment 






allowance Reserve Account 

• 

249 

4 

4 

4 

4 

14. Tax Provision • 

• 





122 

15. Dividend 







Preference 

• 



33 

8 

8 

Equity . • • • 

• 



35 

53 

53 



249 

4 

72 

65 

187 

Retained Profits 

• 

(-) 188 

130 

186 

275 

149 


2'07 Details of the sales realisation have been furnished as below, and have been worked 
out on the basis of phasing of production as given in the above table, and ex-factory prices shown in 
the following table. 
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Selling 
price 
in Rs. 

Sales Realisation (Rs. Lacs) 



I Yr. 

II Yr. 

III Yr. 

IV Yr 
onwards 

1. Industrial Explosives M/T 

6000 per M.T. 

750-00 

900-00 

1,125-00 

1,275-00 

2. Ordinary Detonators (Mill Nos.) • 

195 per 

1000 Nos, 

17-50 

21-50 

26-30 

29-80 

3. Instant Detonators (Mill Nos.) 

975 per 

100 Nos. 

58-50 

70-20 

87-75 

99-45 

4. Detonating Fuses (Mill Metres) • 

Rs. 1 per 
metre 

75-00 

90-00 

112-50 

127-50 

5. Safety Fuses (Mill Metres) 

30 paise per 
metre 

22-50 

27-50 

33-75 

38-25 

Total 


923-50 

1,100-30 

1,385-30 

1,570-00 


2.08 Originally it was stated in the application that production capacity of industrial explo¬ 
sives could be attained to the extent of 50-60% in the first year of operation and that it will rise gia- 
dually to lull capacity utilisation by 3rd year of production. It was proposed to start manufacturing 
accessories by the third year coinciding with the time of explosives production achieving its rated 
capacity. It was the applicant’s projection that from the 4th year onwards plant should achieve its 
full production capacity of explosives and accessories. It will, however, be seen from the subse¬ 
quent projection given, as at para 2.06, that production of accessories is also to start from the first 
year and that the full capacity production was not going to be reached either in the case of explosives 
or accessories even in the fifth year. Umaid mills have also pointed out that in a product like explo¬ 
sives it is not merely the installation of capacity that is important. Consumer acceptance is also to be 
taken into account particularly when this critical area has to go through the multiple procedural, 
requirements and safety checks; beside.s adoption of new technology to suit the local requirements 
has also to be kept in mind. For a new entrant, different formulations will have to be tried and 
decided in the actual field operations. The actual capacity built up would, therefore, be gradual. 

2.09 Umaid Mills have not selected the site so far but it is their idea to base the major field 
of operation in Rajasthan and then set up subsidiary plants either in Gujarat, Karnataka or Madhya 
Pradesh. At the time of public hearing it was indicated that District of Jhalwad in the State of 
Rajasthan will be the most probable site for their main plant. 

Scheme of Finance 

2.10 It was proposed to promote a new public limited company to take up the Project. The 
share capital of the said undertaking is proposed to be as under: 

Equity Capital .Rs. 350 lakhs 

Preference Capital.Rs. 75 lakhs 

The balance of the money will be secured from public financial institutions and commercial banks. 
Only 40 % of the equity capital is to be acquired by the applicant company their associates and their 
collaborators. It is expected that out of the 40% of the equity capital, nearly half i.e. 20% of the 
equity capital, will be of foreign collaborators. It was, however, made clear at the time of public 
hearing that in case the Government did not acquire in the idea of foreign collaborators having equity 
capital, it will be possible for the applicants to secure the whole of the &% either by themselves or 
with the help of their associates. It was, however, emphasised that in this sophisticated and sensitive 
field of explosives and accessories were strict commercial secrecy was maintained, payment for techno¬ 
logy on a ‘once-for-air basis was inadequate and could not ensure high quality of the technology 
required or benefit on continuous basis of advancing research and development. The new company 
will be eligible for listing on the recognised stock exchange and the loans by financial institutions will 
be subject to convertibility clause. In short, out of the capital outlay of the project estimated at Rs. 
12.60 Crores, Rs. 4.25 Crores will be met by share capital i.e. equity capital of Rs. 350 lakhs and pre¬ 
ference capital of 75 lakhs while the loans from financial institutions and others will ge to the extent 
of Rs- 835 lakhs. 
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2.11 It is claimed that it will not at all be difficult for Umaid Mills and its associates to cont¬ 
ribute to the equity capital on the scale required having regard to the project;trading and profit and 
loss account upto the year 1979 and the cash flow statement based thereon. Both these Statements 
are placed as Annexures ‘E’ and ‘F’. 

2.12 The applicant company has given details of capital expenditure on fixed assets proposed 
to be incurred by them during the years 1975 to 1979 which are given below: 


(Figures in thousands) 






PROJECTED 

YEARS 



1975 

1976 

1977 

1978 

1979 

Building 

• 

• 

911 

500 

500 

500 

500 

Machineries 

• 

• 

3,136 

4,726 

7,500 

7,500 

2,000 

Electric Installation 

• 

• 

43 

50 

50 

50 

50 

Vehicles 

• 

• 

342 

80 

100 

100 

1,100 

Furniture & Fittings 

• 

• 

270 

200 

150 

100 

100 

Other Misc. Assets 

• 

• 

78 

50 

60 

50 

50 




4,780 

5,606 

8,350 

8,300 

2,800 


It was pointed out that their application for installation of 12,000 spindles and 96 looms was still 
pending before the Ministry of Industries & Civil Supplies and this involved an estimated capital 
outlay of Rs. 150 laklw. The outlay on this account is however, included in the money that will 
be payable for installation of the machineries etc. shown for the years 1975-79 to the extent it will be 
required to be paid under I.D.B.I. re-discounting scheme. 

Foreign Collaboration 

2.13 Umaid Mills have not been able to decide either about the party with whom they are 
going to have foreign collaboration or about the terms of collaboration. According to them, the 
foreign parties were reluctant to give a firm commitment unless they had a letter of intent. They 
stated, however, that they had discussions with M/s. Dyno Industiies of Norway, M/s. Du Point of 
U.S.A., M/s. Hercules Powder of U.S.A., M/s. Explosives and Chemical Products of U.K. and M/s. 
International Minerals & Chemicals (Trojan Powder & Comm. Solvents Corporation) of U.S.A. 
It is, however, accepted that no concrete terms have been offered and so far the proposal has been 
generally discussed with them on the lines of Industrial policy and regulations m force with reference 
to the Foreign Collaborations/Investments in the country. They are, howevei, sure that should the 
letter of intent be granted to them, foreign collaboration would be finanlised on most favourable 
terms within the frame work of the guide lines of the Government Policy. As stated earlier, they 
want the collaborators to have half the share in the 40 % of the equity participation which they and 
their associates are expected to have in the proposed company. Their objective was to make available 
a, technology on continuous basis which would not only form the base to manufacture but would con* 
tinuourly evolve and integrate itself with the main stream of industiial requirements of the country. 
According to them to ensure such benefits, it was desirable to offer financial participation to the colla¬ 
borator thereby making his participation full and complete in the venture and this would ensure availa¬ 
bility of top grade technology. 

2.14 Umaid Mills propose to manufacture slurry explosives. According to them world over 
as well as in India the slurries are being accepted in larger numbers and quantity. With the advance 
in sluTty technolo^ and of the various formulations available now in the international market, it 
was evident according to Umaid Mills that a suitable and viable alternative to small diameter Nitro¬ 
glycerine b^ed explosives (the main stay of NG’s) was available which will urilmately totally replace 
the conventional N.G. explosives. The small diameter slurries, when suitably made, offer substantial 
advantages, the least of which is the reduction in cost. 

2.15 Umaid Mills emphasise the following advantages of slurries: 

I. Use 

(i) Safer to handle. 

(ii) Actual loading is safer since these explosives are relatively insensitive to friction 
impact etc. 
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(iii) Fumes after explosion are less noxious. 

(iv) The effectiveness is increased in bulk use due to greater contact between rock and 
explosives charge. 

(v) Water resistance/usable in wet conditions etc. 

II. Transport: Due to their being more insensitive to impact and friction than conventional 
explosives slurries are safer to transport. 

III. Storage: Due to some characteristics described above they are safer for storage. The 
hazards to people working in storage magazines are reduced. 

IV. Manufacturing: As the ingredients which go to make, slurries ate non-explosive the manu¬ 
facturing is less hazardous. 

2.16 According to Umaid Mills apart from these advantages, the economic consideration 
also point to the need for slurries. According to them the capital cost per metric tonne of installed 
capacity in the case of NG products would be at least two/three times that of the flurries. The 
requirements of foreign exchange for equipments in the case of NG base is also substantially higher 
than for slurries. Further, slurry processes lend themselves to dispersion on a large scale. The 
various facilities to manufacture ^e end products can be assembled to yield production of a desired 
level. There will also be less automation thereby ensuring more personal control and there will be 
less risk of stoppage of production due to accidents labour troubles etc. 

2.17 According to Umaid Mills, out of the two major manufacturing Units in the country 
as at present, I.E.L. does not have the technology for slurries and even for their own expansion scheme 
to produce slurries they have sought foreign collaboration. In regard to the other manufacturers 
viz. I.D.L. Chemicals Limited according to Umaid Mills their progress to establish the production 
and the acceptable quality and quantity of slurries had been sluggish. According to them many 
critically important technological aspects (Shelf life, temperature sensitivity i.e. initiation undei low 
temperatures, cartridging, velocity of detonation etc.) may not have been e.-tablished by IDL Che¬ 
micals as to warrant universal acceptance of their products without doubts. It was, therefore, necessary 
according to Umaid Mills that critical technology has got to be imported from foreign countries. 

2.18 It is claimed on behalf of Umaid Mills that the two basic considerations which have 
weighed with them before taking decision to apply for the approval of the project have been: 

(1) To fill in the gap between the demand and supply in respect of the product. 

(2) Their capacity to make available the necessary financial and managerial resources required 

to put a project of this kind. 

It was pointed out that the industrial explosives were included in the list of the Core Sector Industry 
which is open for development by “Large Industrial Houses, that foreign collaboration guide lines 
permitted both foreign financial participation as well as royalty/know-how fee in respect of the same, 
and that the item had recently been included under Section 32(a) of the amended 9th Schedule of ^e 
Income-tax Act. According to them the demand projections after considering the mineral production 
targets and usage of explosives in other fields were as under: 


1978/79. 90,000 M.Ton approx. 

1983/84- ... . 1,50,000 M.Ton approx. 


The details of the demand projections for the Industrial Explosives are given in the annexure ‘G’. 

2.19 Umaid Mills have proposed the manufacture of accessories along with Explosives a(xord- 
ing to them to offer the full range of products to be made available to the consumers. According to 
them the demand of accessories is closely related to and dependent on the demand and use of explo¬ 
sives. While arriving at the capacity figures for the accessories, they stated that they have taken 
into account the following considerations: 

(a) The type of Explosives and accessories being presently used by the consumers. 

(b) The likely requirements of these items when the Explosives capacity rises from the present 
production of 45,000 M.T./Annum to the anticipated production of 1.5 lakhs (or even 2 
lakh tonne as per the latest Guidelines for the industry) tonne per annum by the year 1973/ 
84 and beyond. 
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(c) The export potential of these products. It is their considered view that in the range of 

explosives/accessories it is the accessories which are readily exportable and can find easy 
markets. As is well known the explosives are the most hazardous hence transportation 
is extremely difficult. As it is not possible to import explosives in any sizeable quanti¬ 
ties, by the same token it may also not be possible to export explosives as such in any 
larger quantities. 

(d) The production of accessories due to its nature and techniques is not made automotives; 
thus in a way it is necessa^ to ensure fool proof product. The process of manufacture 
is by nature labour intensive and offers scope of creating more job opportunities. 

(e) The existing units presently manufacturing in the country also make accessories in requisite 

quantities to go alongwith their production of explosives. 

2.20 According to Umaid Mills, detonators consumed by coal mining units indicated con¬ 
sumption of 3100 detonatois per tonne of explosives while in non-coal mining units the consumption 
was 1900 per tonne. The detailed data on the basis of which this has been arrived at are given in 
Annexure H. 

The consumption trend in coal mines is shown as under; 


Consumption Mines 


Year 


Consumption of Explosives 









Permitted 

(tonnes) 

High 

(tonnes) 

Detona¬ 

tors 

(thousand) 

Nos. 

951 • 






626 

759 

7,993 

956 • 






• 1,180 

1,032 

12,357 

961 • 






• 2,272 

2,243 

17,472 

966 • 






5,482 

3,705 

31,991 

967 • 






6,872 

3,082 

34,226 

968 • 






7,864 

2,947 

37 003 

969 • 






8,715 

3,230 

37,303 

970 • 






8,360 

3,199 

36,384 

971 • 






• 8,865 

3,388 

38,580 


The consumption trend in non-coal mines is shown as under: 


Explosives Deto- Deto- 

Year (Tons) nators nators 

(Thou- consump- 
sand tion per 
Nos.) tonne of 
explosives 
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2.21 The figures for the production of explosives and detonators in <he years 1973 to 1975 
according to Umaid Mill: 


Explosives 


Detonators 


1973 . 32,845 M/T 131 Million Nos 

1974 • .. 38,306 „ 127 

1975 . 45,329 „ 148 „ „ 

This would indicate the manufacture of 3530 detonators per one Metric Tonne of Explosives. While 
calculating the demand foi accessoiies the applicants have, however, taken the basis to be 2500 deto¬ 
nators per one metric tonne. That is the average of 3100 number of detonators used for one tonne 
of explosives in coal mines, and 1900 detonators per tonne used in non-coal mines in the year 1973. 
On the basis of that average Umaid Mills has determined the demand projections for detonators as 
under: 



1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

Estimated Explosives (thousand 

50 

70 

90 

105 

120 

135 

150 

tonnes) 








Estimated Detonators required 

125 

175 

225 

262 

300 

337-5 

375 


(Million Nos.) 


2.22 Against these demand projections, it is claimed that the total installed capacity is 232 
million numbers of detonators. This included 192 million of IDL and 40 million of lEL. According 
to Umaid Mills, therefore, there will be a definite gap which it is proposed to fill. 

2.23 In regard to safety fuses, it was assumed that it was an item essentially used along with 
ordinary detonators. The production of plain detonators would be 60% of the total detonator capa¬ 
city, and the safety fuse length of two meters would be required for each detonator. On these assump¬ 
tions, and taking into account the capacity of 232 million detonators, 280 million meters of safety 
fuses were required according to Umaid Mills against the installed capacity of 130 million meters 

2.24 Regarding detonating fu'es, it was assumed that the device was for use wheter it was 
necessary to initiate large number of charges and also to secure simultaneous ignition multiple charges. 
Moreover under water operations/wet conditions would require more of these fauses. Therefore, 
according to Umaid Mills, the demand will be for 45 million metres in 1981 against installed capacity 
of 23 million metres. 

2.25 Umaid Mills have summarised the position regarding existing and sanctioned capacities 
for accessories as under: 


Existing Under different 

stage of considera¬ 
tion 


IDL 

lEL 

NAREN- 



DRA 


Detonators (Million Nos.) 

. 


• 192 40 

20 

Detonating fuses 


. . • 

12-10 

10 

Million Metres '] 

Safety Fuses J 


■ ■ ' 

• 87-78 73-9 

10 

Exploders (Nos.) • 

• 

• 

- 500 


Boosters (Tonnes) 

• 

. 

- 60 


Gun Powder (Tonnes) 

• 

. 

• 

100 


23—7 M of LJ&CA/ND /79 
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Their estimate of the gap between the demand and the supply in regard to Dotonatore is given 
under:— 

Million Nos. 


1978-79 1980-81 1983-84 


Demand . 225 300 

Supply—Exceeding new capacity . 225 225 

12 


237 245 

Gap ........... .. 63 130 


According to them the Detonators requirement is directly linked with the production/use of explo¬ 
sives, and the present installed capacity could only fill the demand of explosives which are to be made 
available by 78-79. For the explosives to be manufactured from that time onwards, detonators would 
be needed in increasing numbers and that gap has to be filled by new capacities only. According to 
them their proposed capacity of 30 Mill numbers is going to fill in that gap only. Detonaiing fuses 
and safety fuses, which are complimentary products to detonators, have been cautiously put to be 
produced by them at 15 mill metres each. 

2.26 Umaid Mills have emphasised the following advantages for choosing the State of 
Rajasthan as their main field of operation for the product:— 

(1) The State having a pronounced mining activity and other natural reserves will be a major 

consuming centre of the products they propose to manufacture. The demand of the 
region according to broad estimates for the area of Rajasthan and areas North of Rajas¬ 
than would itself be of the order of approximately 12,000 M.T. per annum by the fifth 
plan period with subsequent rise in the sixth plan. 

(2) The site would offer them the locational advantages of setting up the main manufacturing 
facilities a.* place nearer and/or easily accessible to the sources of supply of raw materials 
from various fertilizer units and other suppliers as well. 

(3) The proposed location in Rajasthan also covers effectively the other likely major con¬ 

suming centre’ located in adjoining States. This would offer economy and direct savings 
on actual transport cost to consumers; as well as minimising the transport hazards normally 
associated with the products in question. 


2.27 According to Umaid Mills various non-coal mines in Rajasthan and other northern 
areas consume explosives to the tune of approximately 4760 metric Tonnes. They have given the 
following details about the non-coal mineral resources of this area:— 


Mineral/Metal 

Area 

Ore reserves 

1 

2 

3 

1. Copper 

• (a) Madhan Kudhan, Kolihan Central 
block, Kolihan South block, Koli¬ 
han North block, Akwali and Satkui 
areas, Kherti Copper Belt. 

63.3 million tonnes of 1 % 
copper. 


(b) Bhagoni & Kho-Dariba areas, Al- 
war Copper Belt. 

5*78 million tonnes of 
1.14% copper. 


(c) Pur-Dariba area, Bhilwara district 2 million tonne of 1 % 

copper. 

(d) Rajpura-Dariba area Udaipur dis- 
irict. 

(e) Deri area, Sirohi district ■ 0.80 million tonnes of 

1.14% copper. 

2. Lead/Zinc • • • (a) Rajpur-Dariba Area, Udaipur dis- 52.32 million tonnes 

trict. of 6.7% lead/zinc. 


375 

225 

20 
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1 



2 


3 




(b) Baroi Mogra and Balaria 
zawar belt, Udaipur Disit. 

Area, 

9-29 million tonnes of 
5.5% lead/zinc. 




(c) Deri area, Siiohi District. 


0.80 million tonnes of 
16% lead/zinc. 

3. Lime stone 

• 

• 

• Pali, Jodhpur, Nagpur, Ajmer 
Bundi District. 

and 

(i) 29 million tonnes 
chemical gr. 






(ii) 25 million tonnes 
flux grade. 






(iii) 1550 million tonnes 
cement grade. 

4. Gypsum 

- 

■ 

• Bikaner and Nagpur Distt. 


917 million tonnes. 


By reference to this and the actual consumption of explosives in the past they are led to conclude that 
the likely requirement of explosives ih Rajasthan and other Northern Region area would be approx- 
mately 12,000 Metric Tonnes by the year 1978-79 and is likely to increase further by the year 1983-84: 

2.28 Umaid Mills have estimated the requirements of the main raw materials as under: 


Name of raw material 

Indigenous or 
imported 

Quantity required 
for reaching the 
proposed installed 
capacity. 

Value in foreign cur¬ 
rency where applica¬ 
ble 


1 

2 

3 

4 

1 . 

Ammonium Nitrate 

• Indigenous 

20,000 M.T. 

X 

2 . 

Nitric Acid 

>» 

12,500 M.T. 

X 

3. 

Sensitising Intermediate 

>> 

2,500 M.T. 

X 

4. 

Sulphuric Acid • 

•> 

7,500 M.T. 

X 

5. 

Sodium Nitrate • 

99 

300 M.T. 

X 


At stated earlier, however, their proposal includes facilities for the manufacture of Ammonium Nitrate 
and Nitric Acid and they will, therefore, require Amonia as raw material. At the time of public 
hearing they referred to the Fertilizer Plant at Kotah for the supply of Ammonia but they have really 
not identified the sources of supply of raw material, nor have they assessed the possibility of securing 
adequate supplies from any source. 

2.29 It is proposed by Umaid Mills to provide in the beginning itself adequate facilities to 
carry out applied and basic research activities. According to them the functioning of these pilot facili¬ 
ties would ensure the adoption/and or necessary changes, if any, to make the formulations suitable 
for use under varying conditions and at the same time import knowledge of the fundamentals of explo¬ 
sive technology. It was envisaged tha, through the collaborators it would be possible to make availa¬ 
ble on regular basis information on new products and their know-how for exploiting the techniques 
commercially to suit Indian conditions and to develop indigenous research programmes and capa¬ 
bilities. It is claimed that the guiding principles behind all this R & D activity would be to develop 
capability in explosives field that can be used to make independently the products suitable to change 
in requirements from time to time. 

2.30 It is proposed to organize technically trained posts to meet and understand the market 
requirements because the bulk consumers of explosives and accessories are in mining sector, both 
coal and metal/non-metal mines and such allied fields. The field force would be made up of trained 
professionals having intimate knowledge of mining opeiation and the procedures, practices prevalent 
for the use of explosives in sensitive areas like gassy underground mines. The technically trained 
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staff and the sales organisation ii is claimed, would render specialised technical services to the con¬ 
sumers. The field force would maintain a close liaison with the users, and through the feed back of 
information to Plant/Laboratory on the product performance, it would ensure after sales services to 
the end user. 

2.31 Umaid Mills have given the following grounds, quoted in their own words, which ac¬ 
cording to them fulfil the criteria laid down under section 28 of the Act: 

“(a) The scheme envisaged to fill in the gap between the demand and supply of the products 
proposed to be manufactured. While the demand for explosives by the year 1978-79 is being esti¬ 
mated around (sic) tonnes against the present production of (sic) tonnes only; this demand is expected 
to rise steeply to approx. 1.5 lakh tonnes by the 6th Plan period i.e. by tire year 1983-84. Making 
available the quantities as stipulated under our proposal we shall be fulfilling the needs of the con¬ 
sumers—like Coal Industry, Mining Industry and other important fields like irrigation, road, building 
etc. etc. which are very vital to the country’s economy as a whole, and have acquired more impor¬ 
tance in view of the serious energy crisis as well as due to greater emphais on the development of agri¬ 
culture and other essential inputs. By achieving a favourable scale of economy through the large 
production capacity the customers would be assured of products’ availability regularly and at most 
competitive rates. The role which explosive industry plays in any nation’s activities be it commercial 
or defence is all well known. With the increase in produciiop of such sophisticated items which 
are vital for basic industrial progress we can also look forward to make products available more 
readily and cheaply in foreign markets thereby creating new avenues and outlets. 

(b) To handle the explosives sale and its use requires a high degree of proficiency. Evidently 
the technological issues of this trade are to be handled and customers advised to make the proper 
utilization which required providing the best in customers-services. To meet the demand of the 
customers and to keep up with the latest advances of the technology the trading would be organised 
in the mo.'t efficient manner to derive maximum benefit. 

(c) The capacity installed and the manufactured products are meant to fulfil the growing 
demand of the country, by making available the material in requisite quantities and providing job 
opportunities to a large number of people directly and indirectly, the scheme would ensure the best 
use of man power and material resources. Bringing the expansion in production capacity of the pro¬ 
ducts from the present level, this scheme would naturally increase the Industrial capacity and thereby 
create more demand for raw materials and semi-finished goods. 

(d) The production techniques involved in the manufacture of high explosive and accessories 
are not only sophisticated but are kept a tightly guarded a secret. It is for this that only a handful 
of units throughout the world are making these products and are the only ones who possess the neces¬ 
sary technology in the art of making explosives. By bringing this technology within the country not 
only it will ensure the manufacturing of products incorporating latest methods but alongwith the re¬ 
search and its application to local needs would ensure the technological improvement thereby. The 
use of improved standards of production technique and its ensuing effect on the market is another 
guarantee to bring about changes not only in the marketing techniques but also at the consumer 
end. The resultant increase in volume of trade is bound to open up new avenues and expand the 
existing markets here in the country and abroad. 

(e) As is well known the production of explosives and accessories at present juncture is con" 
centrated only in couple of hands. Our project would be a step further in removing this disparity 
and concentration from the present limited sources of supply of such vital products. This unit would 
not only go long way in fulfilling the domestic requirements but would definitely act as a countervailing 
force for the concentration of manufacturing/trading activities in this field. 

(f) As the off-shoot of the manufacturing programme to produce the goods on the scale envi¬ 
saged; it is natural to assume that such a large scale activity would create its own demand of men/ 
material resources. Not only it would create the demand of trained personnel but would also create 
healthy competition in the material supply at the best and competitive prices, thereby helping to keep 
the price line down and ensuring better utilisation of the resources available to the community. 

(g) The project is proposed to be put up in the State of Rajasthan and other suitable areas. 
The State of Rajasthan with its pronounced activities in the field of mining and having itself a sizeable 
requirement of explosives etc. does not have the production facility even in its surrounding areas. 
Moreso by choosing the site in the relatively industrially retarded areas of the State would be another 
great steps in bridging the gap and reducing the disparities in the regional development.” 
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CHAPTER III 


SUPPORT & OBJECTIONS 

3.01 The propo^^al by Umaid Mills has been supported by Coal India and the DGTD. Ac¬ 
cording to Coal India, the licensed capacity for explosives as at present (including capacity still to be 
set up) was 1,27,000 tonnes while total requirements were estimated at 1,35,000 tonnes by 1983-84. 

The licensed capacity was arrived at by Coal India as under:— 


Company 

Licensed Capacity 

lEL • ... 

• 35,000 

tonnes 

IDL .... 

• 30,000 


LOX .... 

3,000 


FCI (Prilled AN) 

9,000 

)> 

Bhandara .... 

5,000 

>> 

IBP. 

20,000 


FCI (Slurry) 

15,000 

>> 

Narendra Explosives 

10,000 

>> 


127,000 


According to Coal India, explosives are the main input to maintain production of coal and it was, 
therefore, necestary to ensure additional capacity. It was pointed out that coal industry at present 
depended mainly on lEL and IDL and any breakdown, accident or strike at their works would cause 
disruption in supply and hamper coal production. According to Coal India, however, it would be 
nesessary to give priority to applicants who want to enter into the area of permitted explosives, pre¬ 
ferably, NG based ones, because, according to Coal India performance of Slurry was not encouraging 
*0 far. 

3.02 DGTD supports Umaid Mills proposal on the following grounds extracted from en¬ 
closure to their letter to the Commission: 

'^Demand for Industrial Explosives” 

Consequent to the energy crises and the emphasis on raising the production of coal, the demand 
for Industrial Explosives, which is an essential input in the mining of coal, is expected to rise somewhat 
steeply during the Vth and Vlth Plans. In fact the recent spurt in the production of coal has already 
led to noticeable rise in the production of explosives during 1975 as compared to 1974—-production 
is expected to rise by about 7,000 tonnes. During the next ten years more and more coal is likely to 
be raised through open cast mining projects such as, Singrauli ana it is expected that somewhat larger 
quantities of explosives per tonne of coal raised would be required as compared to the previous years. 
Coal production is expected to rise to 135/145 million tonnes by 1978-79 and 250 million tonnes by 
Vlth Plan end. In addition to this, there are important schemes for raising the production of iron 
ore, opening of new non-ferrous metal mines, opening up of other mines, such as lock phosphate and 
quariying of lime stone for increased cement production etc. Explosives would also be required 
for building of dams, canals, roads, geological survey of minerals including seismographic survey of 
oil wealth. Taking all these factors into account, it has been estimated that the demand for Industrial 
Explosives would rise to 84,000 tonnes by 1978-79 and may be 150,000 tonnes by Vlth Plan end. It 
would, therefore, be necessary to have an installed capacity of about 100,000 tonnes by 1978-79 and 
about 160,000 tonnes by Vlth Plan end. It is, therefore, necessary to approve some more schemes 
both in the public sector and piivate sector keeping in view the fact that some of the schemes indicated 
above and the new schemes under consideration are likely to spill over into the Vlth Plan. 

Status of Technology 

3.03 Throughout the world, the production of Explosives is shifting from the Conventional 
Nitro Glycerine based explosives to Slurry Explosives based on Ammonium Nitrate; this trend is 
also visible in the field of Industrial Explosives in our country. For example, the production of NG 
based Explosives during 1975 and Slurry Explosives is expected to be of the order of 35,000 tonnes and 
12,000 tonnes respeedvely whereas just four years ago the total production of Explosives was entirely 
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based on Nitro Glycerin. Barring the two schemes viz. one of Bhandara in the public sector and the 
other by Narendra Explosives at Lalipur, all other schemes already approved and under consideration 
are for setting up of Slurry Explosives plants. Till recently almost all the permitted explosives i.e., 
explosives which are allowed to be used in gassy coal mines were based on Nitro Glycerine. Recently 
however, si gnifi cant quantities of permitted slurry explosives have also become available and are in 
use in coal mines with the approval of the Director General of Mines Safety. It is expected that 
further progress would be made in the development of permitted Slurry Explosives during the next 
ten years and this would lead to faster growth of Slurry Explosives. However, it need be mentioned 
here that Slurry Explosives are ideally suited for use in open cast mining of coal and other ores and 
are, therefore,to find extensive use in open cast mining technology m the next ten yeais. Both the 
existing plants, however, are producing explosives on the basis of foreign technical and financial colla¬ 
boration even though IDL Chemicals have done considerable research and development work in rela¬ 
tion to slurry technology. It may, however, still be necessary to allow foreign collaboration in the 
field of explosives with a view to ensu-e adequate production of industrial explosives for meeting the 
l equiiements of the mining sector of the economy. 

3.04 In regard to Explosive Accessories the comments of the DGTD, as sent to the Secretariat 
for industrial approval, are as under: 

“There are at present two units manufacturing various types of explosive accessories in the 
country, namely, Indian Explosives Ltd., Gomia and IDL Chemicals, Hyderabad. The total instal¬ 
led capacity for various explosive accessories, production during the last three years and capacity 
utiliaation for the same period is indicated below: 

1. Instlalled Capacity: 

Detonators ..... 232 million nos. 

Detotnating Fuse. 26,300 thousand metres 

Safety Fuse . 130,000 thousand metres 


2. Peroduction 

Detona¬ 

Detonat¬ 

Safety 


tors 

ing Fuse 

Fuse 

1973 . 

131 

6,550 

94,210 

1974 . 

127 

9,330 

96,820 

1975 . 

148 

7,638 

73,065 

3. Capacity utilisation: 




1973 . 

• 56-4% 

25% 

72% 

1974 . 

55-0% 

40% 

74% 

1975 . 

• 63-8% 

32-1% 

56-2% 


One more unit. M/s. Narendra Explosives have been licensed to set up the following additional 
capacity for explosive accessories: 

(a) Detonators.20 Million Nos. 

(b) Detonating Fuse. 10,000 thousand metres 

(c) Safety Fuse. 10,000 thousand metres 

No progress has been made by this unit so far. 

3.05 It would be seen from the above data that the existing capacity for explosive accessories 
is more than adequate for meeting the present and the foieseeable demand for explosive accessories 
during the fifth and the sixth Plans. Secondly, it would be seen from the capacity utilisation da<a 
that there is a distinct shift in the mining industry towards electric detonators, at the cost of detonating 
fuse and safety fuse and substantial un-utilised capacity for detonators is still available with the two 
existing units. It is therefore, felt that there is no need to encourage additional capacity for detonators, 
detonating fuse and safety fuse.” (Emphasis thesis). 

3.06 In their letter to the Commission, DGTD stated as under: 

“No assessment has been made for the demand for explosive accessories by 1980-81 but it is 
generally accepted all round that the existing installed capacity is more than adequate for meeting the 
demand for explosive accessories in the foreseeable future.” 
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“The question of technical foreign collaboration in the field of explosives accessories’s examined 
on a case-to-case basis on meiits as there are still certain types of exp osives accessories which a-enot 
yet being manufactured in the country. For example, certain non-electiic type of detonators required 
in copper minings.” 

3.07 “The exports of explosives and explosives accessories during the last four years were as 
follows: 


1970- 71 

1971- 72 

1972- 73 

1973- 74 


Rs. 14‘75 lakhs 
Rs. 20-11 lakhs 
Rs. 39-72 lakhs 
Rs. 26-69 lakhs 


Export of accessoiies is significant in these figures. There is no reason to believe why it should not 
be possible for India to export explosives accessories to Middle Eastern countries and in fact there is a 
distinct possibility of improving the exports of these items in the years to come.” 


3.08 The department of banking which was mainly concerned with the scheme of finance 
found that the company had in the original application not indicated the sources of finance for meeting 
the project cost, but had merely stated that the terms and conditions for the investment in the proposed 
undertaking would be settled in consultation with the financial institutions. On being requested to 
file a precise scheme of finance, M/s. Umaid Mills indicated that loan: from financial institutions were 
expected to be Rs. 835 lakhs and the share capital to Rs. 420 lakhs in all aggregating to Rs. 1255 lakhs. 
It was stared to the department of banking that of these shares, the applicant alongwith the collabora¬ 
tors, associates etc. would take up about 40% and the balance would be issued to the public and 
financial institutions and that the exact manner in which this could be raised could only be known 
at the time of finalisation of the agreement with the collaborators. The department of banking felt 
that the scheme of finance had not been spelt out with precision and since Umaid Mills had not stated 
that any part of the project cost would be met by the generation of funds from internal resources, the 
department of banking could not offer any meaningful comments as regards the feasibility of the pro¬ 
posal. 

3.09 The Department of Economic Affairs, on the other hand, accepted the scheme of 
finance subject to the following conditions viz: 

(i) Shares of the new company will be listed on a recognised stock exchange; 

(ii) Equity-debt latio of the new company will be maintained at 1:2; 

(iii) Loans from financial institutions will be subject to convertibility clause; 

(iv) Preference shares will be redeemable after the expiry of 12 years; and 

(v) Foreign collaboration will be subject to FIB approval. 

All these conditions were acceptable to Umaid Mills. 


3.10 The proposal has been opposed by one Shri Dayal Saran, by Indo-Burma Petroleum 
Company Ltd. (IBP), Fertilizer Corporation of India Ltd. (FCI), Narendra Explosives Ltd. and IDL 
Chemicals Lid. All the objeciois have sent written memoranda objecting to the propoal. M/s. IBP, 
Narendra Explosives and IDL Ltd. weie represented at the time of public hearing and voiced their 
opposition to the proposal. 

3.11 The opposition of IBP and FCI was in principle identical. It was pointed out on behalf 
of IBP that technical collaboration agreements have been formally executed between IBP and Ireco 
Chemicals, USA, and in the agreements, there was a specific provision for the FCI to acquire the same 
technology should it decide to do so. According to the IBP, the requirements of industrial explosives 
will be adequately covered by the production from the existing units, approved expansions and the 
new capacity sanctioned and being set up. For the Sixth Five Year Plan as and when capacity for 
manufacture of industrial explosives would be needed, IBP claimed that it will be fully geared for 
setting up such capacity either by expanding the plants or by setting up new plants. It was pointed 
out that the raw material for the industry came predominantly from the public sector and most of the 
consumers are Government Companies. It was, therefore, according to IBP, appropriate to let the 
public sector set up capacity in the production of industrial explosives and this will have a regulatory 
effect on product availability, quality and prices resulting from competition between the existing 
units and the new public sector units. It was also pointed out that it will be pof sible for IBP to put 
up production capacity beyond the initial 20,000 tonnes without making any lumpsum payments 
and even the payments of royalty will cease after a certain period. According to both IBP and FCF 
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capacity of the public sector should be at least equal to that of private sector if public sector is to be 
an effective instrument of healthy competition in this industry. According to FCl, it was for the 
public sector to acquire and master technology in the strategic field of explosives and simultaneously 
engage in R&D efforts on a purely indigenous basis rather than depending perpetually on technical ser- 
vi^s from abroad. It was indicated by the FCI that the only know-how that was required by them 
was regarding the last step of formulating, blending and packaging in the high explosives and of the 
process. It was a simple step according to the FCI but there were a number of safety aspects involved 
and certain technological features as for example of air incorporation into the mass, are highly specia¬ 
lised and the technical collaboration was required largely for this purpose. 

3.12 It was also pointed out that when the two public sector units are prepared to put up^ as 
much capacity as needed, there is no justification for allowing the entry of a large Industrial|House in 
this field, which will only result in further concentration of economic power and weaken the competi¬ 
tive position of the recently licensed new entrants and public sector units against existing dominant 
producers. It was also suggested that it was not advisable to allow too many parties to manu¬ 
facture explosives and that the proposal should not be approved unless availability of the required raw 
materials was firmly established. 

3.13 It was pointed out by FCI that the front end facilities for raw materials like Nitric Acid, 
Amm onium Nitrate and if need be, for concentrated Nitric Acid, Mono Methylamine, Sodium Nitrite 
and Sodium Nitrate were available with FCI whereas Umaid Mills would have to put up fresh facilities 
for Ethylene Glycol, Nitric Acid and Ammonium Nitrate. It was also pointed out that FCI had also 
engineered, procured, installed many fortilizer plants in the country and therefore they had the neces¬ 
sary background and expertise for getting the necessary equipment engineered and fabricated in 
India and completing the plant erection work in time. It was further pointed out that apart from 
royalties payable to foreign collaborators additional foreign exchange outgo will be involved in 
importing capital equipment and certain raw materials while in the case of FCI the foreign exchange 
outgo will be registricted to the royalties payable to the foreign party providing Ihe teclmical know¬ 
how and back up for the process. In regard to accessories, according to FCI the existing capacity 
for the manufacture of detonators and other accessories was already in excess of the present demand 
and setting up of additional capacities for them as proposed by Umaid Mills will not be in the interest 
of national economy. 

3.14. M/s. Narendra Explosives Ltd. have already got an industrial licence for production of 
10,000 tonnes of Nitro Glycerin based explosive at Lalitpur in the State of Uttar Pradesh. They have 
also an assurance of collaboration from M/s. J. Meissner of West Germany. There was a delay in 
the finalisation of their scheme because the Government had itself asked them in 1972 not to proceed 
with the scheme till a further clearance was given ana that clearance was given only in 1973 and 
licence was given to them only in February, 1975. Their main difficulty now is long-term finance 
and so far they are negotiating with the financial institutions for help. They have opposed the pro¬ 
posal on the ground that the requirements of the country based on the market survey as well as the 
reports of the Government will be sufficiently met by the capacity licensed and capacity proposed to 
be set up. They also pleaded that the basic principle was to avoid concentration of the industries 
in a few hands and to allow manufacture of goods of vital importance by non-monopoly houses. 
According to M/s. Narendra Explosives, new entrepreneurs will not survive if new licences are grant¬ 
ed to monopoly houses and that in any case entry to the industry should be allowed to those like them¬ 
selves who had been in the line for some time. At the time of public hearing the representative of 
M/s. Narendra Explosives stressed the need for horizontal transfer of technology in case of slurry ex¬ 
plosives which according to it was available indigenously. In regard to Nitro Glycerine based 
explosives which M/s. Narendra Explosives were planning to manufacture however, he stated, that 
such a horizontal transfer was not desirable from a competitor. 

3.15 According to the IDL, total explosives capacity sanctioned by the Government other 
than lOL’s (LOX) is 133,000 tonnes as under: 

Slurry Explosives: 

IDL Chemicals Ltd. .... 

Fa (Unit I). 

(Unit II) • • • • 

IBP, 5000 tonnes each at 4 different locations 

FCI (ANFO Explosives) • • • - 


• 30,000 tonnes 

• 15,000 

• 15,000 

• 20,000 

• 9,000 


89,000 


9 » 
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NG Based Explosives: 


lEL . 

• 28,000 tonnes 

Narendra Explosives. 

• 10,000 

Coal India/Defence.. • 

• 6,000 


44,000 

Total explosives capacity other than lOL’s (LOX) 

• 133,000 tonn 


This, according to the IDL, was sufficient to meet the projected demand of 83,000 tonnes by 1978-79, 
It is pointed out that the estimated demand of 83,000 tonnes is itself an over-estimate because the 
coal target for 1976-77 has been reduced from 111 million tonnes to 108 million tonnes. It was also 
claimed that it would be premature to consider issue of fresh licences for the requirements of Sixth Plan 
and beyond and that explosi^-es being a capital-intensive industry, it would be better to allow the existing 
units both in private and public sectors to expand their capacities rather than encourage new entre¬ 
preneurs in the field. It was also contended that there would have been considerable improvement 
in the near future in the slurry technology being made by IDL and others which would enable a higher 
level of production with only marginal investments. It was also emphasised that in addition to the 
technology already available in the country and with IDL and with the coming in of foreign techno¬ 
logy by IBP and FCI, it should not be necessary to import further technology into this field. It was 
submitted that over-licensing would ca^se considerable hardship to the new comers, particularly in 
the private sector who would be dependant for funds on the financial institutions and for raw materials 
and finished explosives on public sector undertakings; Over-licensing would also bring uncertainty 
and doubts in the minds of existing units in regard to their expansion plans. 

3.16 As regards the accessories according to IDL there was no scope for quite sometime to 
come for additional units for any of the accessories in this field and they referred to the following state¬ 
ment giving licensed capacity, installed capacity and production including projected production in the 
future years: 


Item 

Unit Lie. Cap. 

Ins. Cap. 

Prodn, 
in 1974- 
75 

Est. dem. 
1978-79 

Sur. Cap. 

78-79 t@ 

1 

2 3 

4 

5 

6 

7 

Detonators (Ord. & 

Elec.) • 

MM Mtrs. 252-00 

246-50*t 

125-90 

190-00 

62-00(3—6) 

^Safety Fuse 

MM Mtrs£185-38 

144-80*t 

114-20 

97-00 

88-38(3—6) 

Det. Fuse 

MM Mtrs 24-90 

26-25*t 

9-85 

6-70 

@29-55(4—6) 


*Including unauthorised over-installed capacity and over-production by lEL. 

@Does not include 20 million detonators, 10 million metres detonating fuse, and 10 million metres safety 
fuse capacities which expected to be established by M/s. Narendra Explosives. 

{This includes military fuse of lEL. 

§The installed capacity of lEL is not known since they do not show this figure separately in their Balance 
Sheet but has been assumed at 3.75 million metres. 

UTakes into account the additional capacities that are expected to be created by M/s. Narendra Explosives 
of 20 million detonators, 10 million metres detonating fuse and 10 million metres safty fuse. 

3.17 According to IDL considering the present trend in mineral production particularly coal 
production, the technological improvements that are being brought about all over the world in minin g 
technology and the use of explosives and accessories, they do not anticipate any major increase in the 
use of detonators, detonating fuse and safety fuse in the Sixth Plan period. Besides, according to 
them, if in addition to the figures given above, the existing units are allowed to increase their capacity 
by another 25% of their licensed/installed capacity, the total capacity will be 315 million detonators, 
lil million metres of safety fuse and about 45 million metres of detonating fuse which will be far in 
excess of the demand for the products in the foreseeable future. 

3.18 The Commission sent a letter to lOL to collect information regarding their production 
of Liquid Oxygen Gas (LOX) used as an explosive. In response to this, lOL supplied the informa- 
iton and also stated that the use of liquid oxygen explosive has proved to be very suitable and econo, 
mical in open cast mining and no foreign collaboration or imported raw material was required fo" 
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llic same. Current carlridging manufacturing capacity of lOL was 3,000 tonnes of explosives, but the 
production was only 1455 tonnes for the year 1974-75 and 1,558 tonnes for the year 1975-76. Accord¬ 
ing to their estimates, production of liquid oxygen would be 2,500 tonnes by 1978-79 and 7,000 tonnes 
by 1983-84. According to them, the capacity of the present producers and those to whom licences 
or letters of intent were issued was sufficient to meet the requirements of the country for the foresee¬ 
able future. 

3.19 The Commission also sent a letter to lEL for collecting certain information regarding 
accessories. In their reply to the Commission they pointed out that in the case of safety fuse, produc¬ 
tion had fallen short of installed capacity since its use had been declining on account of the increas¬ 
ing trend towards electric shortfiring. They also pointed out that with regard to detonators it should 
be possible to increase their own current output substantially by carrying out some very minor balanc¬ 
ing/de-bottlenecking of the existing plant and the increase could be about 50 % over the current out¬ 
put. 


CHAPTER IV 

ANALYSIS OF THE PROPOSAL 

4.01 The proposal has to be examined first from the point of view of its feasibility in the 
context of the industry as a whole and next from the point of view of its inherent merits and demerits. 
In the context of the industry as a whole, the first and the main aspect to be examined is about the 
existing and projected demand for the industrial explosives and the accessories and the available and 
anticipated sources of supply. 

4.02 Estimates of likely demand for explosives by the end of 1978-79 have been recently 
prepared and reviewed by the members of the Explosives Committee headed by the Controller, Govern¬ 
ment of India. The details are given in the Annexure I. The demand for the explosives for mineral 
proauction has been assessed by this Committee on the basis of the projection of increase in produc¬ 
tion made in the Plan documents. The assessment of the requirements of other sectors which in¬ 
clude the Civil Engineering Sector and Border Roads Organisation has been given as indicated by the 
representatives of the explosives manufacturers. On the targetted production of coal and lignite of 
141 million tonnes by 1978-79, the requirements of explosives have been projected at 46,600 tonnes. 
The blasting ratio, i.e. the ratio between quantity of explosives required and likely coal production, 
implicit in this estimate is about 330 tonnes of explosives per million tonnes of coal production. The 
requirement of explosives for mining other than coat has been put at 24,400 tonnes by this Committee 
thus adding to a total requirement of explosives of 71,000 tonnes for mining purposes. The Com¬ 
mittee accepted the figure of 20,000 tonnes as given by the manufacturers’ representatives as estimate 
of requirements of other sectors. The total requirement was thus put at 91,000 tonnes for 1978-79. 

4.03 The Guidelines for Industry, 1976-77, gives a demand estimate of 85,000 tonnes of explo¬ 
sives by 1978-79. The capacity required for producing tnis quantity has been put at 100,000 tonnes, 
assuming capacity utilisation at 85 %. The DGTD had indicated a demand estimate of 84,000 tonnes 
by 1978-79. Coal India Ltd. have indicated that the demand for explosive in 1974-75 was 42,000 
tonnes of which coal mining industry was expected to use about 20,000 tonnes. According to CIL, 
the demand by 1978-79 (including requirements of Border Roads) may be anticipated at 93,000 
tonnes, of which the coal mining industry will account for 50 %. The Planning Commission has indi¬ 
cated that while no specific targets have been laid down in the Draft Fifth Plan for commercial explo¬ 
sives, the requirements were assessed by various agencies from time to time. The Planning Commis¬ 
sion estimated in May, 1975 that the likely requirements in 1978-79 may be of the order of 80,000 
tonnes. 


4.04 IBP has put its estimate at 84,693 tonnes as per Annexure I. The IDL Chemicals esti¬ 
mate is at /9,500 tonnes as per Annexure K. The TEL has projected the demand for explosives by 
1978-79 at 86,100 tonnes as given below:— 


INDUSTRIES 

REQUIREMENTS 

Tonnes 

1 

2 

Mining Sector: 

Coal/Lignite .... 

• 46,200 

Iron/Manganese 

• 8,300 

Lime/Dolomite 

■ 5,500 
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1 



2 

Copper . 

• 

. 

• 4,000 

Other minerals .... 

• 

• 

• 3,000 


Total mining 

• 67,000 

ning Sector: 




DGBR 



2,000 

Roads and Railways 

• 

• 

• 3,000 

G. Hydel Projects 

• 

• 

• 5,000 

Minor irrigation & well sinking 

• 

• 

8,500 

Harbour projects 

• • 

• 

600 

Total non-mining 

• 

• 

• 19,100 

Grand Total 

. 

• 

• 86,100 


4.05 The demand for coal/lignite mining has been estimated by I.E.I. cn the basis cf a target 
of 135 million tcnncs of coal production in 1978-79. The blasting ratio used for estimating the 
requirements of coal mining has been assumed to increase from 225 tonnes in 1974 to 327 by 1978-79. 
It has been stated that this ratio increased from 154.2 tonnes in 1968 to 225 tonnes in 1974. lEL 
has indicated that the trend of rising blasting ratio during this period is likely to accelerate further 
during the Fifth Five Year Plan period as pick mining is likely to be completely replaced by blasting, 
significant increases are likely in the use of solid blasting techniques, and larger increases are expect¬ 
ed in production from open cast mining as compared to underground mining.' Open cast 
mining requires more explosives per tonne of coal produced than underground mining. For iron 
and manganese ore mining, lEL has prepared its estimate on the assumption of likely production 
of 62 million tonnes and a blasting ratio of 134. (The ratio observed during 1974 was 119.') For 
copper, requirements of 4,000 tonnes of explosives by 1978-79 have been estimated cn the assumptions 
of a production target of 5 million tonnes of copper ore, and the requirement of explosives at 800 
tonnes per million tonnes of copper production. M/s. Chowgoles’ estimate of demand was 91,000 
tonnes in the year 1978-79 and 137,000 tonnes in the year 1983-84. The estimates of WIMCO were 
65,000 tonnes for 1978-79 and 110,000 tonnes for 1983-84. The estimates given by Umaid Mills were 
90,000 tonnes for 1978-79 and 150,000 tonnes for 1983-84. 

4-06 From the data given above, it will be seen that there is not much difference of opinion 
regarding the estimates of demand, specially for the next few years. For the mining sector the esti¬ 
mate of the Department of Coal is the highest at about 71,000 tonnes. The Planning Commission’s 
estimate for the mining sector is 58,000 tonnes. Indo-Burma Petroleum, a Public Sector corporation, 
claims to have made a careful estimate of demand ana has arrived at a figure of 64,700 tonnes. 
lEL has estimated the demand at 67,000 tonnes. M/s. Chowgules have not estimated the demand for 
mining sector separately, although they have given elaborate details regarding mining production 
actual for the past and estimated for the future. One can, therefore, take it that the demand from 
the mining sector by 1978-79 is not likely to exceed 65,000 tonnes per annum. Taking into account 
the fact t£t at present due to accumulation of coal stocks, the mines are facing difficulties, it is not 
unlikely that the target of 140 million tonnes of coal for 1978-79 may have to be revised downwards. 
That of course would depend to some extent on the general tempo or economic and industrial growth. 
In any case, it does not appear that the demand for explosives from the mining sector will exceed 65,000 
tonnes by 1978-79. 

4-07 As regards the non-mining sector, the basis for estimate appears to be much less firm 
than that for the mining sector. In a number of estimates, a figure of 20,000 tonnes per annum has 
been assumed for the non-mining sector without any detailed breakup. lEL has given a detailed 
breakup. In their estimate, the requirement of Directorate General of Border Roads by 1978-79 
is put at 2,000 tonnes. While according to the DGBR itself, the requirement of explosives would be 
as follows : 


Planned requirements of Explosives by DGBR * 

Tonnes 
1550 
1650 


1975- 76 

1976- 77 
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1977- 78 

1978- 79 

1979- 80 


Tonnes 

1550 

1050 

950 


Thus the requirement in 1978-79 is shown only as 1050 tonnes as against 2,000 tonnes esti¬ 
mated by lEL. Taking into account the fact that other estimates are placed at about 20,000 tonnes 
and lEL estimate is about 19,000 tonnes, and also the fact that for the DGBR, lEL’s estimate is 
larger by about 1,000 tonnes, it may not be inappropriate to conclude that the demand from the non¬ 
mining sector by 1978-79 is not likely to exceed 15,000 tonnes. Therefore, the total demand by 1978- 
79 is likely to be about 80,000 tonnes. Assuming 80% utilisation of capacity as against 85% esti¬ 
mated by the DGTD, it may be safe to say that a licensed and installed capacity of 100,000 tonnes 
would be necessary in 1978-79 in order to satisfy the expected demand by that year. 


4-08 As this enquiry is being held in 1976 and the Government decisions on a number of 
applications are likely to be made only by about or even after August, 1976, the expected demand 
for the years following 1978-79 is also of much importance in this connection. As pointed out 
earlier M/s. Chowgules have estimated the demand at 134,000 tonnes for 1983-84. As per Annexure L, 
the estimates are based on 10% growth in mining and further increase on account of specific pro¬ 
posals. lEL has estimated the demand for explosives in 1983-84 as follows ; 


Mining 109,000 tonnes 

Non-mining 31,000 „ 


Total : 140,000 tonnes 


In arriving at this estimate, I EL have stated that they have taken into account Government 
production targets for various minerals and they have made certain assumptions about the blasting 
ratio set up by various Government agencies. The estimate for non-mimng sector is based on projec¬ 
tions of past trends, plans given in various documents for Government projects and discussions with 
various authorities. According to the Department of Coal, tentative estimates for 1983-84 prepared 
by different agencies are as follows:— 

Planning Commission 128,921 tonnes 

I.B.P. 138,625 tonnes 

Department of Coal 147,865 tonnes 

The details about how these projections have been worked out are not available. It may, 
however, ^ assumed that the demand in 1983-84 is not likely to exceed 140,000 tonnes per year of 
blasting explosives. On the basis of 80% utilisation of capacity, the licensed and installed capacity 
by 1983-84 would therefore, have to be 1,75,000 tonnes per annum of blasting explosives. The 
‘ Guidelines for Industries 1976-77’ issued by the Department of Industrial Development however 
state that it would be “desirable” to aim for an installed capacity of 200,000 tonnes by 1985”. It 
was explained by a representative of Government at the public meeting that certain assumptions are 
made regarding the percentage of licences that do not fructify. But it appears that an installed capa¬ 
city of 200,000 tonnes would be excessive for 1983-84. What would be desirable is a licensed capa¬ 
city of 175,000 tonnes which can reasonably be expected to be installed and operated by that year. 

The Prospects for Supply 

4-09 As against the anticipated demand, we have to take into account the anticipated supplies 
not only for 1978-79 but also for 1983-84. The present production of explosives is controlled by two 
manufacturers, namely, lEL and IDL Chemicals. The licensed and installed capacity of these two 
is given below : 


Name 

Licensed 

Capacity 

Installed 

Capacity 


1. M/s. Indian Explosives Ltd. 

36,000 

36,000 


2. M/s. IDL Chemicals 

22,500 

15,000* 



58,500 

51,000 



♦This excludes the capacity of the Hyderabad unit—7,5o0 tonnes—which is said to have co mmenced trial 


production recent /y. 
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Our analysis about the actual potentialities of the existing plant of lEL as borne out in our 
enquiry in lEL’s case suggests that they have basically a capacity to produce 42/43000 tonnes per 
annum of explosives without any significant addition to plant or machinery. It has already been 
noted that lEL is already producing explosives of the order of about 35,000 tonnes in 1975. IDL 
Chemicals have stated that they could have produced more if there was demand, but with inade¬ 
quate demand and the increasing output of the already well-established producer, viz. lEL, they 
have not been able to utilise their installed capacity fully. In addition to these two established 
producers of commercial blasting explosives there are two other sources of materials which satisfy 
the requirements of explosives. These are: (1) M/s. Indian Oxygen Ltd. and (2) M/s. Fertilizer Corpora¬ 
tion of India. Indian Oxygen Ltd. supplies liquid oxygen explosives (LOX). The cartridge for it is 
manufactured in lOL’s factory at Ranchi, while liquid oxygen is obtained from the various air sepa¬ 
ration plants near mining areas. No industrial licence has been obtained for the manufacture of 
cartridges as, because of the small employment in the factory, the unit is exempt under the I (D&R) 
Act. lOL have stated that their current cartridge manufacturing capacity is equivalent to 3,000 
tonnes of explosives per annum. Their actual output in terms of tonnes of explosives has been as 
given below : 


Production of Liquid Oxygen Gas used as an Explosive 


Year ended 

Quantity of LOX 
(Tonnes of explosives) 

31-3-1972 

1,821 

31-3-1973 

1,556 

31-3-1974 

1,401 

31-3-1975 

1,455 

31-3-1976 

1,558 


Source: Indian Oxygen Ltd. 

lOL have stated that a number of mining organisations are using LOX for open cast mines. 
These include Central Coal Fields, a subsidiary of Coal India, National Mineral Development Cor¬ 
poration, Tata Iron and Steel, Indian Iron and Steel, Hindustan Steel, Neyveli Lignite and Orissa 
Mining Corporation. It has been explained that there is currently some shortage of liquid oxygen 
in the mining area which has prevented further use of LOX as explosives. 

4.10 It has been mentioned earlier that one of the developments in the period after the 
Second World War in the field of explosives was the use of ammonium nitrate fuel oilJ(ANFO). 
This is a comparatively simple and cheap explosive, but it has certain limitations on its use. 'The Ferti¬ 
lizer Corporation of India, which produces ammonium nitrate of the explosives grade, has been 
marketing it for use as explosives in combination with fuel oil. Its capacity for the production of 
ammonium nitrate is 9,000 tonnes and FCI has stated that it is already marketing this produc. to 
the extent of 6,000 tonnes. They are expecting that demand for the entire quantity of 9,000 tonnes 
will develop in the year future. The representatives of FCI have further explained that ANFO, 
being a cheap substitute for traditional explosives, its cost is about 60%, its use needs to be popula¬ 
rised. In the USA, according to them, quite a substantial proportion of explosives requirements are 
met by the use of ANFO. Efforts are go'ng on all over the world to streamline the use of ANFO 
so as to reduce tht limitations on its use. The FCI intends to undertake further efforts to popularise 
the use of ANFO as this will save national resources with the substitution of a costlier by a cheaper 
material. It is expected that the use of ANFO will increase to about 15/17000 tonnes by 1978-79. 


4.11 The status of the schemes, which have already been approved by the Government or 
are under consideration for the production of industrial explosives (as indicated by the DGTD) 
is given below : 


Name 

Location 

Approved 

Capacity 

Status of Implementation 

1 

2 

3 

4 

1. M/s. IDL Chemicals, *Hyderabad 

• Hyderabad, 7,500 

Andhra tonnes 

Pradesh 

Slurry Explosives. Land ac¬ 
quired, building constructed. 
Order for capital goods placed. 
As no imported capital goods 
are required and technology 
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2. M/s. IDL Chemicals, Rourkela 


3. M/s. Narendra Explosives 


Rourkela, 

Orissa 


Lalitpur, 

UP 


4. Coal Mining Authorty/Dir. Gen. Bhandra 
of Ordnance Factories, Public sector M.P. 


is available with the applicant, 
production was expected by 
April, 1976. 

7,500 Slurry Explosives. Project i® 
tonnes to be implemented after the 

Hyderabad scheme. Pro¬ 
duction expected during early 
1978. 

10,'000 Conventional Nitro Glycerine 
tonnes based explosives. C.G. clea¬ 

red, foreign collaboration 
cleared. The project, 
however, is not making satis¬ 
factory progress and is not 
expected to materialise before 
1978. 

5,000 Conventional Nitro Glycerine 
tonnes based explosives. The Pub¬ 

lic Investment Board has cle¬ 
ared this project in July, 1975, 
for an investment of Rs. 6.5 
crores. The project is planned 
to be completed in 36 months. 
It is, therefore, likely to go 
into production in middle 1978. 


5. M/s. Indo-Burma Petroleum, New 

Korba, 

18,000 

Slurry Explosives. The appli- 

Delhi. 

M.P. 

tonnes 

cant has applied for foreign 
collaboration. 

6. M/s. Indian Explosives Ltd., Gomia 

Somewhere 

15,000 

Type of explosive not yet deci- 

(New Unit) 

in Western 
India or 
Central 

India. 

tonnes 

ded. The case processed and 
recommended to L.C./MRTP. 
Final decision awaited. 


‘This is already indicated in the licenced capacity given at the beginning of this Section. 

IDL Chemicals 

4-12 It is necessary for us to briefly review the prospects of these proposals materialising. 
As regards the two schemes IDL Chemicals, it appears that they will not present much of a problem. 
It is understood that the explosives plant at Hyderabad is already erected, trial production has already 
been started and will be inaugurated shortly and some production may be established during the 
current year itself. It may not, therefore, be inappropriate to assume that the plant will be capable 
of coming into full production in 1977-78. As regards their proposal to add a capacity of 7500 
tonnes to their present explosives plant at Rourkela, they have indicated that they are now finalising 
a continued process of operation in that p'ant. The development is in advanced stage and it is ex¬ 
pected by them that production could be stepped up within a short time. In any case, therefore, it 
appears likely that this scheme would also materialise by 1978 so that additional capacities to the 
extent of 15,000 tonnes per annum will be coming into operation by 1978. 

CIL-DGOF 

4.13 A plant for the production of NG based explosives at Bhanadra is being set up jointly 
by the Coal India Ltd. and the Directorate General of Ordnance Factories (DGOF). The Commis¬ 
sion has been assured that the project is steadily progressing. It is likely to go into production by 
niid-1978. It has been further pointed that while the stable capacity of the plant would be 5,000 
tonnes per annum, the plant would be capable of producing 7,500 tonnes though from the point of 
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view of ensuring standby capacity, the concerned authorities would rather avoid doing so. Such 
additional production can be established by 1980-81. A further point made by the DGOF is that 
additional capacity for nitroglycerine was being created and such surplus would be available by 1981- 
82 in quantities adequate for the production of 6,000 tonnes of explosives per annum. At the moment, 
with transport difficulties, no existing plant can use this material. The question about how these 
supplies of nitroglycerine can be used, for additional production of explosives has not yet been deci¬ 
ded by the Government. There would be adueqate raw materials available for the production of 
about 12,000 tonnes per annum of explosives based on nitroglycerine. 

Narendta Explosives 

4.14 As regards Narendra Explosives, it may be mentioned that they were granted a letter 
of intent in May, 1972. However, the Government informed them in June, 1972, that they should 
not take any further action on the letter of intent as the Government was reconsidering the whole 
position . It was only in June, 1973 that they were again informed that they could proceed with 
their project. Industrial licence was granted to them in February, 1975. Narendra Explosives 
have informed the Commission that they have already been given land measuriiig 1,000 acres for the 
project by the State Government in the industrially backward area of Lalitpur District in Uttar Pra¬ 
desh. In order to meet the immediate requirements of the country as well as to gain experience, 
they have started a pilot project at Dehra Dun and this has been approved by the Government. 
Orders have been placed for this pilot plant and this is expected to go into production in 1976. In 
the meanwhile, some manufacture of cap insensitive explosives has been taken up and samples of these 
have been got approved from the Directorate of Explosives. As regards the main project they have 
stated that they have secured foreign collaboration with a reputed European producer of explosives 
viz. M/s. IMeissner of West Germany and the terms of collaboration have already been approved 
by the Government. The Government has also already approved the capital goods import for the 
proposed plant. The only aspect that appears to be still under examination is regarding the financial 
support to be extended % public financial institutions. Narendra Explosives expected that this 
aspect would be cleared shortly. Their expectation is that once finance becomes available from the 
financial institutions, with all the other steps already taken, it may not take more than 14 months for 
them to complete the project and commence operation. Though this is a medium almost small 
unit, the entrepreneurs have experience of this activity. Narendra and company, an associate unit 
is already manufacturing gun powder and safety fuse since 1964. Doon Ydyog Ltd. another asso¬ 
ciate unit, has been a distributor of explosives and has storage magazine arrangements in the Hima¬ 
chal Pradesh. Uttar Pradesh and Rajasthan. The management appears confident that, if insuperable 
difficulties and hurdles do not come in their way, they will be able to establish the project in a short 
time. It appears to us that most of the formalities regarding the development of the project having 
been cornpleted and necessary Government approvals obtained, the project has a good prospect 
of materialising. We do however appreciate that it may take some time before the financial insti¬ 
tutions take a decision on providing financial support and therefore, the proposal may not materialised 
before 1978. 

IBP 


4-15 The letter of intent given to Madhya Pradesh Audyogik Vikas Nigam has now been 
taken up by Indo-Burma Petroleum Company Ltd. (IBP), a public sector undertaking. A letter of 
intent for an aggergate capacity of 20,000 tonnes of explosives per year has been issued by the Govern¬ 
ment of India to IBP in November, 1975. The proposal is to have four plants, all located in Madhya 
Pradesh—two at Korba, one at Katni and one at Itarsi. Sites at all the three locations have been 
surveyed and indentified and clearanced obtained for land acquisition. The Government of India 
has already approved the investment proposal in respect of two of the four plants, while the invest¬ 
ment for the remaining two plants has been approved in principle. A foreign collaboration agree¬ 
ment with a repute American Company IRECO has been concluded and this also has been approved 
by the Government. On the basis of this collaboration, it is expected that Slurry explosives, both 
of permitted and non-permitted varieties, would be produced in a composition as required by the 
market. IBP’s expectation is to put up one plant a year and thus, with the first plant being initiated 
in 1976, all the four plants will be completed by 1980. Their expectation is that commercial produc¬ 
tion will commence within one year from the start of work on a plant and full capacity will be reached 
within a few months thereafter. On this basis, IBP expects to be able to install a capacity of 5,000 
tonnes per annum by the end of 1977 and add an equal capacity every year till the total capacity of 
20,000 tonnes is reached. In support of this schedule, IBP has pointed out that their collaborators 
have put up a plant in Japan which started full production within one year from the time collaboration 
arrangements were concluded. IBP’s claim is that full production can be established in a few months 
after initiating commercial production. 
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Fertilizer Corporation 

4 -16 It appears that following a decision taken by Government that further capacity for the 
production of explosives should be created in the public sector to the extent possible, FCI was asked 
to explore the possibility of setting up such capacity. As a result of these explorations FCI has 
prepared a proposal for setting up an effective production capacity of 15,000 tonnes of Slurry explo¬ 
sives based on ammonium nitrate, and a capacity of 20,000 tonnes is proposed to be installed to 
attain this production. A special point in favour of FCFs proposal is that they have considerable 
surplus capacity for the production of ammonium nitrate, a basic material for the production of 
Slurry explosives and that, as a result of new developments in the fertiliser industry, this capacity will 
become surplus in the near future. Thus, setting up for the production of Slurry explosives capacity 
so as to use this surplus ammonium nitrate would help ensure the economical use of a plant that 
would otherwise be redundant. FCI, with its long background in the production of heavy chemicals, 
has claimed that it has got ihe necessary technical capability to take up this task and complete it 
within a short time. It is the claim of FCI that once all the Government’s clearance are available, 
it will take them two years to set-up a plant and bring it into operation. 

4 17 One difficulty in the way of FCI appears to be the failure to reach agreement with 
a suitable foreign collaborator. Earlier, the idea appears to have been that IRECO would provide 
technical collaboration both to IBP and FCI if the latter wanted it. But FCI was attempting to 
secure technical collaboration with Du Pont. This proposal did not materialise apparently because 
of differences regarding the terms on which other intending explosive producers—especially in the 
private sector—could obtain the technological information given by Du Pont to FCI. The result is 
that Du Pont has decided to collaborate with Chowgules if the latter obtain permission to set up an 
explosives manufacturing unit and FCI is left without a technical collaboration satisfactory to them. 
Their project appears to have, therefore received a certain setback. Their representative informed 
the Commission that for the time being FCI would concentrate on developing the market for ANFO 
as an explosive. 

4'18 In regard to lEL proposal for expansion, by our report dated 30th July, 76, we have 
recommended that the proposal should be rejected. By our report of even date, we have recommended 
the approval of the proposal of Chowgules for the manufacture of 20,000 tonnes of commercial ex¬ 
plosives. 

4>19 It will thus be seen that the existing licensed and installed capacity is 70,500 tonnes 
per annum (36,000 lEL, 22,500 IDL, 9,000 FCI and 3,000 lOL). This leaves a gap of about 30,000 
tonnes per annum for additional capacity to be licensed and brought into existence thus creating a 
capacity of 100,000 tonnes so as to satisfy the expected demand of not more than 80,000 tonnes by 
1978-79 on the basis of 80 % utilisation of capacity. We have already seen that the capacity already 
approved by Government, the proposals regarding which have made significant headway, amounts 
to 40,500 tonnes per annum. This include >— 

IDL 
IBP 

CIL/DGOF 
Narendra 


42,500 „ 


7,500 tonnes 
20,000 „ 
5,000 „ 
10,000 „ 


From the information given above, it would not be wrong to conclude that the capacity proposed to 
be installed by IDL Chemicals and DGOF/CIL, will fully come into existence by 1978-79. It would 
also be correct to assume that IBP would be able to put up a capacity of at least 10,000 tonnes 
if not of 15/20,000 tonnes by 1978-79. Regarding the proposal of Narendra Explosives, while it 
has made considerable headway, its progress depends upon finance being made available by public 
financial institutions. It appears to us that one aspect that the institutions may well look at cri¬ 
tically would be whether there would be adequate demand for the proposal to be financially viable. 
It will have, therefore, to be assumed that the approval by financial institutions of the proposal of 
Narendra Explosives would to some extent depend upon whether many other proposals, and specially 
the proposal by lEL, which is presently dominant in the industry, is approved or not. In any case, 
therefore a capacity of at least 22,500 tonnes is most likely to be brought into existence by 1978-79 
on the basis of the proposals already approved. If the market prospects for the proposal of Naren¬ 
dra explosives remain good, a further 10,000 tonnes capacity will be brought into existence. In 
addition to this, the FCI expects to market an additional 10,000 tonnes of Ammonium Nitrate for 
use in the form of ANFO. This analysis suggests that there is not much necessity to bring about 
any major addition to licensed capacity for the purpose of satisfying the expected demand by 1978-79. 
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4-20 It could, however, be said that 1978-79 is not far away and, with the importance that 
coal is being given in the future development of the country and therefore the importance of the pro¬ 
duction of explosives, it is necessary that steps should be taken from now for meeting the demand ex¬ 
pected to arise in the Sixth Five Year Plan period. We have already seen that the demand expected 
by the end of the Sixth Five-Year Plan would amount to 140,000 tonnes per annum and therefore 
a capacity for 175,000 tonnes per annum will have to be created by that time. When we consider 
the Sixth Five Year Plan period, we may assume that all the capacity approved upto now except 
perhaps that of Narendra Explosives would definitely come into operation. Narendra Explosives 
may also come into operation if there is an adequate market for explosives. Thus a total capacity 
of 110,000 tonnes per annum (plus perhaps 10,000 tonnes of ANFO) would be in existence in the 
early part of the Sixth Plan period. There would, thus be scope in the latter half of that period for 
an additional capacity of about 55/65,000 tonnes per annum. 

4'21 Coming to the accessories, their consumption would no doubt vary directly with the 
consumption of explosives to a certain extent. But we have to make allowance for certain factors. 
The emphasis in future is going to be on open cast mining. The explosives in vogue are most likely 
to be slurry explosives, mostly of the large diameter variety or delivered in bulk packings. More¬ 
over, there is a shift in the mining industry towards electric detonators at the cost of detonating fuses 
and safety fuses. On the other hand, according to the DGTD there is scope for exports of accesso¬ 
ries whose transport and storage are safer than those of explosives themselves. The demand for 
accessories will therefore no doubt increase although it may not increase in direct proportion to the 
increase in the demand for explosives. M/s. Umaid Mills have given projections of demand for ac¬ 
cessories, particularly detonators on the assumption that on an average, for every metric tonne of 
explosives 2500 detonators will be required. If we are guided by the figures of production of explo¬ 
sives and detonators for the years 1973, 74 and 1975, the factor would be much higher, than 2500. 
Making allowance for the depressing conditions the basis adopted by Umaid Mills cannot be said 
to be unreasonable subject to certain adjustments for production of ANFO and LOX. Allowance 
should also be made for the capacity of the existing units and the capacity sanctioned in the case of 
Narendra Explosives. 

4-22 In view of the above analysis and making due allowance for the factors mentioned 
above there will be no gap in supply of detonators till 1980-81, and there may be a gap of only so 
million detonators in 1983-84, although according to Umaid Mills there will be a gap of 63 million 
detonator in 1980-81 and 130 million detonators for the year 1983-84. As against this there is a 
possibility of the existing units increasing their production by 25% if the demand so justifies it. As 
a matter of fact, lEL ht ve written to say that the production can be increased upto 50% of the capa¬ 
city with little increase to the capital cost by adding marginal balancing or debottlenecking equip¬ 
ment. For explosives we have envisaged the demand of 140,000 tonnes and available capacity of 
175,000 tonnes by 1983-84. To match the demand of 140,000 tonnes of explosives the production 
capacity of existing units and the unit proposed to be set up, viz., Narendra Explosive, would be 
adequate to meet the demand of accessories. Since one of the existing units manufacturing accessories 
has unutilised capacity and since the existing units can increase the capacity by adding balancing 
equipment it was not necessary to provide for a wide margin between the projected demand and the 
projected capacity. The position regarding safety fuses and detonator fuses is similar to that of 
detonators. It was pointed out by lEL that demand for safety fuses was slackening a little. If we 
take the production figures as the guide the production of detonator fuses and safety fuses for the 
year 1975 was lower than the production in 1974 although the production of explosives and detona¬ 
tors had increased in 1975 as compared to 1974. So our conclusions with regard to detonator, 
would a jortiorari apply in the case of detonator fuses and safety fuses. We are inclined to endorse 
the view put forward by DGTD that there was no scope of additional capacity for accessories es¬ 
pecially by a new undertaking for the foreseeable future. There is also no danger of any seriou- 
break-down of the economy because, if the demand really picks up, the existing units and the units 
of Narendra Explosives which is proposed to be set up, will be able to meet the increase in demand. 
Similarly, if the expoit market for accessories opens up it will be possible for the existing units to step 
up their production to keep up with the demand. 

4-23 This being the state of anticipated demand and supply, it is necessary to envisage the 
structure of Explosives Industry in the coming years indicated by the scale of preference dictated by 
consideration set out in Section 28 of the M.R.T.P. Act. That section enjoins on the Commission 
to take into account all matters which appear in the particular circumstances to be relevant and tlso, 
the general economic position of the country. Against this background, certain objectives are to be 
kept in view and the objectives relevant to the proposal under examination are; achievement of the 
production, supply and distribution by most efficient and economical means, of goods of such types 
and qualities, in such volume and such prices as will best meet the requirements of the defence of 
India, and home and overseas markets; the best use and distribution of men, materials and industrial 
24—7 M ofLJ&CA/ND/79 
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capacity; technical and technological improvements in industry and expansion of existing markets 
and opening of the new markets; encouragement of new enterprises as a countervailing force to the 
concentration of economic power to the common detriment; regulation of the control of the material 
resources of the community to subserve the common good and reduction of disparities in the deve¬ 
lopment between different regions and more especially in relation to areas which have remained 
markedly backward. 

4-24 We have given considerable thought to all these aspects and have kept in vievy the pers¬ 
pective of the explosives industry in the coming years as it should be according to the criteria laid 
down under section 28. Accordingly, we have recommended m our report on the proposal of lEL, 
that there is no more scope for the expansion of the Indian Explosives Ltd. in the explosive.^ industry 
either by way of expansion of the present undertaking or by setting up of a new undertaking apart 
from the existing undertaking. In 1975 they were already producing 36,000 tonnes of NG based ex¬ 
plosives against the sanctioned capacity of 28,000 tonnes by utilizing what is called the standby 
equipment. The total production was between 45 and 46,000 tonnes. Their share of the market 
was, therefore, more than 75%. Existence of such a large producer in the market automatically 
scares away intending new entrepreneurs and makes it difficult for newcomers already in business to 
make any ^adway. Even assuming that their market behaviour was not questionable, it will not be 
desirable to let any single producer have such a large shave of the market if the economic health of 
the country is to be preserved. This was particularly so in case of a commodity like explosives which 
IS of critical importance for the development of economy ar it is required as an essential input for the 
development of mining, roads, irrigation, etc. In respect of such a commodity, the community should 
not be in such a position that it has no alternative but to allow the existing producer to expand at the 
peril of disrupting the whole programme of production in respect of important sector' of the economy. 
The fact that lEL was a subsidiary of a joint multinational foreign company further underlines the need 
for calling a halt to the expansion of its undertaking because if involves remittance of money to foreign 
countries, which if it cannot be avoided should at least be held at the level which is inevitable. The 
history of lEL over the last 20 years clearly shows that they had been first in the field by reason of 
the fact that they were originally the channels of import of explosives., that it had become necessary 
to allow them to establish as manufacturers to meet the growing needs of the community in a vital 
material and that in the absence of an alternative source of supply, the Government was quite help¬ 
less installing its growth. The difficulties experienced by the new units in the industry (i.e. IDL) 
even though backed by foreign know-how, also suggested that even without making any overt efforts, 
the existing large producer had certain inherent advantages which made it difficult for the newcomers 
to offer equal competition. The traditional consumer preferences for familiar items of consumption 
reinforced by a craze for comniodities with foreign connections make it difficult for the newcomers 
to penetrate into the market and given an advantage of no uncertain weight to the existing large scale 
producer. This position can be changed only if a halt is called to the growth of a multi-national giant 
in the Industry and the field is left open for free and fair competition to other producers whether in 
the public or in the private sector. In short run, such a course will involve some sacrifices on the part 
of the community. The prices of the commodities produced by the new units may not be as attrac¬ 
tive as the prices of the commodities produced by the existing producer. There may also be disparity 
in quality of the products. There may be delays in bringing the production to the required schedule 
but there can be no doubt about the long run advantages to the community of having an industry 
in which no producer has a dominant position. The inherence tendency to exploit the consumer 
will be checked, overall production will increase and there will be competition among technologies 
of different producers which will give incentive to innovation and improvement in the technique 
of production all round. It is for these reasons that we have recommended that there should be no 
expansion of the undertaking of the lEL. 

4’25 That brings us to the question whether public sector should have a dominant share in 
the Industry. It was suggested that in the industry, large share of the raw materials is supplied by 
the public sector. It is also suggested that with the State takeover of the coal mines, con¬ 
sumption of the explosives by the public sector project is also on a large scale. These two advantages 
would no doubt weigh in favour of the public sector but they are not enough by themselves. A pub¬ 
lic sector undertaking supplying the raw material can undertake to produce the explosives only if it 
can produce them as ches ply as the other producers and if they can market them as profitably as the 
other producers. Similarly, a public sector undertaking using the explosives can go in for manufac¬ 
ture only if by that process it can secure explosives at a cheaper rate than before. But the public 
sector undertakings in question will no doubt start with an advantage and with a proper technological 
support can realise the objectives set out. Security of the market and/or supply of raw materials are 
advantages which will definitely avail the producer in competition and it is for these reasons that we 
would like the public sector undertakings to enter this industry in a considerable measure. We can¬ 
not, however, take into account projects which are not even in an embryonic stage. While assessing 
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the production capacity of the immediate future years;, we can take into account only those projects 
whether in the public sector or private sector which on an objective analysis of circumstances are 
likely to reach the take-off stage in the near future and contribute to the production in the first half 
of the Sixth Plan period. It is for these reasons that while taking into account the projects of IBP 
and DGOF, we are unable to make allowance for the project of FCI except the one relating to ANFO. 
We are anxious to ensure that adequate supplies of this critical commodity are available so that the 
vital sector of the economy is not affected for want of the same. On the production of coal will 
depend the future supplies of much needed energy. On the production of iron ore, depends a major- 
source of our foreign exchange. We would therefore like to err, if at all, on the side of generous esti¬ 
mate while planning for production of explosives which are a critical input for mining of coal and 
iron. This is particularly so because public sector undertakings in these vital sectors of economy 
are themselves interested in securing supplies of this commodity in the coming future. It is not without 
significance that Coal India Ltd. and DGTD have supported the proposal under examination. The 
public sector projects, which have already reached a fairly advanced stage, are in no danger of being 
stifled if other new units are allowed to go into the industry, the demand situation being what it is. 
But we are unable to stop other units from entering industry where other public sector undertakings 
are not maturing. By our Report of 4.26 we have recommended the approval of the proposal 
of Chowgules for manufacture of 20,000 tonnes of explosives in the State of Karnataka. There is 
room for other producers also if their proposal is otherwise feasible. 

4-27 It is true that there is a high degree of concentration not only in the explosives industry 
but also in the accessories part of the industry. In case of detonators which are the major neccessory 
the share of IDL in licensed and installed capacities as well as in actual production is more than 50%. 
The figures of licensed and installed capacities and production given in the earlier chapter clearly 
show that it is a dominant undertaking as far as accessories are concerned. The other producer is 
lEL, which is a dominant undertaking in respect of explosives. Among the newcomers, Narendra 
Explosives has sanctioned capacity for 20 million detonators, 10 million meters of detonating fuse 
and 10 million meters of safety fuse. Even as and when Ais capacity is installed the dominant posi¬ 
tion of IDL will not be affected. Since accessories are the necessary accompaniment of the explo¬ 
sives it was not desirable that the other manufacturers of explosives should be at the mercy of these 
two manufacturers, since the quality of the service in the supply of explosives would necessarily 
depend to an extent on the quality of accessories supplied and the rate at which, the manner in which 
and the price at which they are supplied. To avoid possibility of any oligopolistic trade practice on 
the part of the existing suppliers it would indeed be desirable to have a countervailing force so as to 
keep the forces of competition active in this field. But the facts of the situation were that the demand 
projections for the foreseeable future did not justify setting up of an independant unit for the manu¬ 
facture of accessories is it would be more economical to allow the existing units and the unit which 
has a sanctioned capacity to go ahead with the production in case a sizeable increase in the demand 
is registered. Moreover, if any further capacity is required it can more economicoHy be set up by 
the units which are already manufacturing explouves or who have made considerable progress in 
their plans for manufacture of explosives. For example, if IBP were to undertake manufacture of 
explosive accessories, at a future date that will not only be more economical but a more effective 
instrument of healthy competition than an altogether new unit whose capacity to enter into this busi¬ 
ness is open to question as will be indicated in the subsequent paragraphs. It is for these reasons 
that we are unable to recommend the proposal of Umaid Mills in so far as it is concerned with ac¬ 
cessories apart from the main proposal relating to the explosives. At the time of public hearing, the 
representatives of Umaid Mills were asked whether it would be feasible for them to go ahead with 
the manufacture of accessories alone and they understandably found it difficult to give any definite 
reply since such a proposal would require review of the whole scheme including the terms of collabo¬ 
ration. Apart from the uncertain prospect of such a course, however, we are unable to recommend 
it partly because of the demand projections and partly becaues of the alternatives available to the 
Government. 

4-28 In regard to the main proposal for the manufacture of explosives the same has nothing 
to recommend itself except availability of adequate financial resources with Umaid Mills. About 
the financial resources there is no doubt about their availability. The applicant has supplied us 
some details in regard to the sources of funds and utilisation of these funds in the form of a cash flow 
statement. This is shown in Annexure F. It would be seen from there that the applicant has shown 
a surplus amount of Rs. 140/- lakhs during 1976 and another Rs. 40 lakhs in 1978. Thus the total 
available surplus with them during the period 1975-79, after meeting their various commitments 
would be about Rs. 180/- lakhs. This would be enough to meet its commitments in the new venture, 
even if it has to contribute to as much as 40 % of the equity of the new company. It would also appear 
would from the details given in the sources of funds that Umaid Mills would be depending increasingly 
on bank borrowings for its working capital and would also be depending on deferred payment liabilities 
in order to arrive at the surplus amount. It is, however seen from the profit and loss account of Umaid 
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Mills for the year 1974 that they had reserved to the extent of 362.76 lakhs against paid up capital 
of 80 lakhs. The secured and unsecured loans amounted to Rs. 193.56 lakhs. It is therefore clear 
Aat Umaid Mills was in a comfortably good position to raise adequate finance in future in view of 
its low equity debt ratio which was 1 : 0.44 in 1974. There was therefore no dearth of finances 
available with Umaid Mills for managing the proposed project. 

4-29 But apart from the availability of finance there is no ground whatsoever to support the 
propo^l of Umaid Mills. It is admitted that the proposed activities has no relation to or connec¬ 
tion with any existing undertaking of Umaid Mills. Umaid Mills is manufacturing yarn and piece 
goods and they have no connection whatsoever with the explosives or accessoies. Umaid Mills have 
admitted interconnections with two other undertakings but both are manufacturing only jute goods 
cotton textiles and power cables and have no connection wahtsoever with explosives or accessories. 
At the time of the public hearing, a suggestion was made that a Director of Umaid Mills was a Direc¬ 
tor in another company which in its turn was connected with two companies manufacturing chemicals. 
But the link of Umaid Mills with chemicals was clearly tenuous to the point of being non-existent. 
Neither in the matter of raw materials nor in the process of production nor in the field of technique 
of marketing is there anything common between the business carried on by Umaid Mills at the present 
and the business proposed to be carried on by the new undertaking. The achievements of R&D 
and marketing organisation of Umaid Mills will be of no avail whatsoever in the furtherance of the 
proposed project. Umaid Mills have placed great emphasis on the managerial talent and the entre¬ 
preneurial ability of the promoters of the new project. These are undoubtedly there but they are of 
a generalised nature. Their most important component is risk bearing which is undoubtedly there 
in the explosive Industry. But there are other important components of the undeitaking in explo- 
«ves which require technical specialisation and professional expertise. But these factors require 
some close connection v/ith the business of explosives and Umaid Mills and its associates cannot lay 
claim to these. 

4•29(A) It may be said that M/s. Chowgule & Co., whose proposal for setting up a new unit 
for the production of explosives the Commission is supporting, are also not in the explosives business. 
TOs is true. At the same time, it should not be overlooked that M/s. Chowgule & Co. and their 
interconnected companies are involved in the business of iron ore mining for many years and there¬ 
fore they are a major user of explosives. They can therefore legitimately claim some acquaintance 
with the problem of the explosives industry, specially with reference to the use of explosives and the 
problems of storage, transport etc. It may also be noted that the group of interconnected companies 
of M/s. Chowgule & Co. deals with a variety of industries and therefore have a much larger pool of 
managerial as well as technological experience to draw upon. This is not the case with the present 
Company.. They claim to be interconnected only with two companies and the whole group therefore 
is confined to the area of textiles. They cannot therefore claim that they have themselves any exper¬ 
tise or experience even remotely connected with the kind of complex technology which is involved 
in the production of explosives. It is true that they can hire whatever expertise is required. But the 
proper approach in a case like this in respect of undertakings registered under Chapter III of the 
M.R.T.P. Act is that they should be preferred only if there is some special advantage that they con¬ 
tribute on the lines indicated in Section 28 of the M.R.T.P. Act such as the Technical and tech¬ 
nological expertise that they can contribute to the growth of the industry. The present applicants 
cannot lay claim to any such point in their favour. It should also be noted that the whole scheme 
presented by the present applicant, as explained later in this Chapter, is too nebuloug to be properly 
examined on its merits. M/s. Chowgule & Co. have, on the other hand, submitted a much more 
well worked out proposal for the consideration of the Commission. 

4*30 Umaid Mills support their proposal as an attempt of diversification of their activities. 
It is no doubt desirable from the point of view of the community that surplus resources of any under¬ 
taking should be properly utilised and the funds available with Umaid Mills should no doubt be pro¬ 
perly harnessed for the good of the community. But it is not as if explosives and accessories are the 
only outlets in which the surplus funds, can be channelised. There is the proposal of Umaid Mills 
for expansion of its existing business. It is not a dominant undertaking in that business and there¬ 
fore there may be possibility of Umaid Mills expanding its present undertaking manufacturing tex¬ 
tiles. There may be other outlets or investments where from the point of view of public interest it 
may be possible for Umaid Mills to enter. But in respect of each new activity its credentials to under¬ 
take that activity and its capacity to contribute to the common good have necessarily to be taken into 
account. This has to be examined in the context of the claims of other persons wanting to enter the 
same field and it is on a careful weighing of the capacities of different claimants that a selection has 
to be made about the person best qualified to start the undertaking. It is from this point of view 
that apart from the availability of finance and general entrepreneurial ability Umaid Mills has no 
credential whatsoever to enter the explosives industry. 
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4-32 The aspect of Umaid Mills’ proposal which is the weakest and which is decisively against 
the appoval of the proposal is one relating to the foreign collaboration. It is true that in this industry 
the techniques at critical levels are highly sophisticated and it is government’s policy to consider 
foreign collaboration proposals relating thereto on merits. It is also true that foreign parties are 
unwilling to make firm commitments with their Indian/counterparts unless the Indian party has a 
letter of intent which shows its credentials and also its capacity and willingness to pursue the proposal. 
At the same time, notwithstanding this handicap, some parties have been able to show in some detail 
the exact party with whom they want collaboration, and the terms and kind of collaboration which 
they have in view. The Commission can evaluate the proposal only on the assumption that colla¬ 
boration on certain terms with a certain party will go through leaving it to the Foreign Investment 
Board and to the Department of Economic Affairs of Ministry of Finance to screen the foreign colla¬ 
boration when its exact terms are spelt out. In the case of Umaid Mills the position is extremely 
vague and tenuous. Apart from mentioning four or five names they have not been able to specify 
any party with whom they have a fair chance of collaboration and whose preliminary terms they 
found attractive. In such uncertain state of affairs the proposal cannot possibly be considered. 

4-32A Moreover, already in India, we are having foreign technology in this line from different 
sources. lEL. has a source of foreign technology in respect ef NG bassed explosives as it is a subsi¬ 
diary of ICI of U.K. It has also got collaboration agieement with Canadian Industries Ltd. in res¬ 
pect of slurry explosives. Another major producer of explosives viz., IDL after a spell of colla¬ 
boration with Hungarian party, had arrangements with Atlas and with Dow Chemicals and has 
settled down to collaboration with Nitro Nobel. IBP, a public sector undertaking, has already arrived 
at arrangements with IRECO Chemicals and one of the terms of the agreement is that if FCI wants 
collaboration with IRECO it will be able to have it on the same terms and conditions.M/s. Chow- 
gules, whose proposal we have also examined simunlaeously with the present proposal, have a good 
chance of fixing up collaboration with Du Pont. Even in regard to accessories, lEL and IDL have 
their own sets of technologies. India will therefore have at least three competing technologies for 
the manufacture of slurry explosives and two of them are in the forefront in the field m the whole 
world. In respect of accessories we will have at least two competing technologies. It is therefore 
not advisable to have yet another arrangement with foreign collaborators, even assuming that some 
definite terms of foreign collaboration can be spelt out by Umaid Mills. It is not advisable to en¬ 
courage Indian parties to outbid each other for collaboration with foreign parties which are few in 
number and which would naturally offer their service to the highest bidder by playing one Indian 
party against the other. From this point of view an applicant who has selected the foreign collabo¬ 
rator and who has made some progress in its negotiations with the collaborator is certainly to be pre¬ 
ferred to an applicant who has still no clear idea about the foreign collaborator with whom it is going 
to collaborate and has therefore not brought any of them to the ground floor. We have by our 
Report dated 30th July, 1976 recommended the rejection of the proposal of WIMCO, inter alia, on 
this ground, and the proposal of Umaid Mills is more vague even than the proposal of WIMCO. 
It was impossible to evaluate such a proposal, let alone recommend it. Notwithstanding the diffi¬ 
culty of procedure it was always possible for the applicant to make up its mind and to have some 
kind of a blue print about the collaboration with the foreign party which it plans to have and in the 
absence of such a blue print it would not be possible to recommend such a proposal for the approval 
of the Government. 

4-33 The advantages of location in Rajasthan claimed for the project are also debatable. 
In the case of WIMCO we had examined the question of possible location of an explosive plant at 
Rajasthan. According to WIMCO the demand in Rajasthan and northern regions for explosives 
would be as under: 


Mineral -t- Rock 

Mn. TPY 

Ton¬ 

nes 

bro¬ 

ken 

per 

kg. 

LIKELY EXPLOSIVE DEMAND 
’nnn tpy 




1975 1980 









Bulk 

1975 

ANFO Cap- 
--tive 

IQQA 

sensi- 

Cart- 

ridged 

TOTAL 




1975 

1980 

1975 1980 

1975 

1980 

1 

2 3 

4 

5 

6 

7 

8 

9 10 

11 

12 

NORTHERN ZONE 

Opencast Coal 

• (4f6)(6-H10) 
10 16 

8 

10 

2-0 

0-2 

0-3 

.. 

1-2 

2-3 


Iron Ore 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Limestone • 

10 

15 

7 

1-7 

2-5 

0-2 

0-3 

« • 


1-9 

2-8 

Phosphate • 

2 

6 

3 


. * 

. . 

. . 

0-3 

0-9 

0-5 

0-9 

M/g Metal Mines 

2 

8 

3 

. . 

. . 

. . 


0-6 

2-7 

0-6 

2-7 

Others 

2 

3 

6 

•• 




0-3 

0-5 

0-3 

0-5 

Total 




2-7 

4-5 

0-4 

06 

1-2 

4-1 

4-3 

9-2 


Notes : (1) Overlap between regions about 25% 


(2) Construction and turnelling customers ignored 

(3) Underground coal mines use about 10,000 TPY—these are ignored. 

(4) Large-tonnage mines of gypsum, silica sand and Kaolin ignored as they use very little 
explosives. 

(Source: WIMCO) 

The demand projections according to WIMCO were quite low and would be lower still if al¬ 
lowance was made for the overlapping of 25 % which could be catered for by the plant proposed to be 
set up by IBP in Madhya Pradesh. Umaid Mills have given projections of the different mineral re¬ 
serves and on that basis concluded that the consumption of explosives which according to them is 
at present about 4760 metric tonnes in Rajasthan and other northern areas would rise to about 
12000 tonnes in 1983-84. At the time of the public hearing the representative of IDL put the estimate 
for 1983-84 for that region at the outside at 4000 tonnes because, according to him, the present con¬ 
sumption in Rajasthan was only 1500 tonnes. This estimate was challenged by the Regional Control¬ 
ler of Mines. According to him a plant with a capacity for 6000 to 7000 tonnes for Rajasthan would 
be justified having regard to the demand in the region. Be that as it may, the plant of the size sugges¬ 
ted by Umaid Mills would certainly not be justified for Rajasthan alone. 

4-34 It was vaguely suggested at the time of hearing that the exact disposition and dispersal 
of plants would only be decided according to the requirements of the demand and only the main plant 
will be located in Rajasthan. This is once again an imponderable factor. Unless the proposal is 
so modified as to provide for at least 3 plants separated by long distances the economies claimed would 
certainly not accrue. The easy accessibility to the source of supply of raw materials from the ferti¬ 
liser units would depend on the location of the unit and if only a smaller unit is located in Rajasthan 
the advantage of accessibility to the source of supply of raw materials would be confined only to the 
plant in Rajasthan. Similarly, the economy in transport cost and the elimination of transport ha¬ 
zards and the avoidance of inventories for the manufacturer as well as the consumer would be secured 
only if the concentration of demand is near the location of the plant. If the demand round about the 
location is limited, the advantages on account of lowering of transport cost, avoidance of transport 
hazards and reduction of inventories would not be available. The locational advantage claimed for 
the project therefore would prove to be more imaginary than real. 

4-35 There is also the further difficulty about procurement of raw materials, especially the 
main raw material, viz., ammonium nitrate/Ammonia. At first Umaid Mills Imd indicated that all 
the major raw materials required to make explosives were easily available within the country and that 
they did not anticipate import of any raw materials. Subsequently they informed the Commission 
that they proposed to manufacture all raw materials/intermediates themselves except for such basic 
items as amonia. It was pointed out that a fertiliser plant was proposed to be set up around Kota; 
Shri Ram Chemicals had an installed capacity for 1,W, 000 tonnes per annum of ammonia, which 
was being expanded by 200,000 tonnes per annum. According, to Umaid Mills, the small quantity 
required by them may be made available from this source when this project comes up. They also 
referred to the possible availability from Gujarat state Fertilizer Corporation at Baroda who had 
programmed to instal a capacity for 8,60,000 metric tonnes per annum. It was also pointed out 
that FCI with its vast capacity and expansion programmes (as per annexure M and N) could also 
provide the raw material. 

4*36 Umaid Mills have referred to a letter dated 13th July, 1976 from Deepak Nitrates Ltd.» 
according to which Deepak Nitrates did not visualise any difficulty in meeting the requirements of 
Sodium nitrate required by Umaid Mills. Regarding Ammonium nitrate, Deepak pointed out 
that they already possessed the know-how and also held industrial licence for its pr^uction and they 
were willing to liiik up their ammonium nitrate plant with the requirement of Umaid Mills. Accor¬ 
ding to Umaid Mills the total capacity in the country for the production of ammonia was 34,360 
million tonnes while capacity for ammonium nitrate was 6,21,000 tonnes. The break up as given by 
Umaid Mills in respect of both the items is at annexure O. 
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4 • 37 Umaid Mills, however, have not given any data about the disposal of these raw materials 
by their producers. This aspect of the proposal is also as vague as one relating to foreign collabo¬ 
ration. FCI have gone on record to say that they will not be able to spare any ammonium nitrate. 
There are obvious difficulties in fertiliser units diverting a part of their ammonia for sale because, 
unless they have surplus capacity there will be consequential reduction in the production of ferti¬ 
lisers. Umaid Mills have in the revised breakup of the cost of the project made provision fbr the 
manufacture of ammonium nitra but the cost of this facility put at Rs. 205 lakhs seems to be an under 
estimate. Another applicant had put the cost of the facility at more than Rs. 3 crores. Any addi¬ 
tional investment on this account would, therefore, require modification of the scheme of finance. 
The difficulty of getting the main raw material, therefore, is an additional consideration for rejecting 
the proposal, although by itself it would not justify the rejection of the proposal. It is true that once 
it was decided that it was necessary to produce certain quantities of explosives, the difficulties in the 
procurement of necessary raw materials for their manufacture will have to be overcome and can be 
overcome by active assistance from the Government. TTie project concerned with the production 
of a critical input vital for key sectors of economy would not be thwarted by fear of Portage of raw 
materials like ammonium nitrate. But once it is found that on other grounds the proposal is not 
feasible, as it is found in the present case, then the difficulty of getting the raw material is an addi¬ 
tional consideration fortifying the rejection of the proposal. 

4*38 It may be asked how, when we envisage a gap in the capacity that is already envisioned 
and the capacity requirement by the end of the 6th Plan of 55/65, 000 tonnes, we are not recommen¬ 
ding this proposal. It is true ^at among the proposals that we have considered, the only proposal 
we are recommending is that of M/s. Chowgule & Compnay for a capacity of 20,000 tonnes per an¬ 
num. Even if that proposal materialises, there would thus be scope for an additional capacity of 
35/45,000 tonnes per annum which should come up in the second-half of the 6th plan if the demand 
estimates etc. indicated by us prove to be correct. In this connection, it cannot be overoloked that 
there is no indication available today about what the shape of the 6th plan is going to be and what 
the targets of explosive-consuming sectors such as coal and other mineral will finally be. The present 
estimates have therefore to be treated as very tentative. Moreover, there are two important points 
which should be kept in view in this connection. Firstly, we would not necessarily think it desirable 
that every increase in capacity should take place through the setting up of a new undertaJting. I.B.P., 
a public sector undertaking, is already claiming that it would be fully in a position to set up some more 
plants in the 6th plan period. The F.C.I., another public sector undertaking, which is very much 
knowledgeable in this branch of the chemical industry and is already marketing ANFO. is also inte¬ 
rested in entering the production of slurry explosives. The other units that are newly coming up or 
are likely to come up may also find it worthwhile to undertake an expansion and this may prove to 
be economical in terms of cost. This may also be attained with greater speed. It is not therefore, 
necessary that the addition to capacity that may be required should take place through the setting 
up of new undertakings. Secondly, if the addition to capacity is largely to take place through the 
production of slurry explosives (which appears to be likely) the gestation period for such plants appears 
to be short—not more than 2 to 3 years. It does not therefore appear to be necessary that Govern¬ 
ment should sanction capacity new in order to meet the expected requirements of the second half 
of the 6th plan period. If proposals ate sanctioned in 1978-79 or even 1979-80, that may be quite 
adequate for bringing into existence the required capacities. We expect that this aspect of the matter 
will be kept in view and suitable proposals when received will be examined and approved so as not to 
allow a gap in capacity to be created by 1983-84. 


CHAPTER V 

CONCLUSIONS AND RECOMMENDATIONS 

5-01 Based on the analysis given in Chapter IV our conclusions are as under : — 

(1) There is not much necessity to bring about any major addition to licensed capacity for 
the purpose of satisfying the estimated demand for explosives by 1978-79. 

(2) For assessing the producing capacity for the immediate future years it is possible to take 
into account only those projects whether in the public sector or private sector, which are 
likely to reach the take-off state in the near future, and contribute to the production in 
the first half of the Sixth Plan period. 

(3) For the later part of the Sixth Five year Plan there will be scope for an additional capa¬ 
city of about 55/65, 000 tonnes of industrial explosives per annum. 
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(4) There is room for additional capacity for manufacture of explosives, whether in the 
public or private sector, if the project is fcasiable on its inherent merits. 

(5) There is no scope for setting up of additional capacity for explosive assessories especi¬ 
ally by a new undertaking in the foreseeable future. 

t6) There is no dearth of finance available with Umaid Mills for meeting its part of the cost 
of the proposed project and the other finances would also be adequately available for the proposed 
project. But neither in the matter of raw materials, nor in the process of production nor in the 
field of technique of marketing is there anything common in the business carried on by Umaid 
Mills at present and the business proposed to be carried on by the new undertaking. 

(7) Apart from availability of finance and general entrepreneurial ability Umaid Mills have 
no credential whatsoever to enter the explosive industry. 

(8) Umaid Mills have not been able to specify any foreign party with whom they have fair 
chance of collabora'ion and whose crcliminary terms can be spelt out with some degree of precision. 

(9) The locational advantages claimed by reason of location in Rajasthan were not sub¬ 
stantial. 

(10) The difficulties in regard to the main raw material, viz., ammonia/ammonium nitrate, 
although not insuperable, were indeed great. 

5-02 In view of these we are unable to recommend the proposal of Umaid Mills for accept¬ 
ance by the Central Government. We report accordingly. 

(Sd.) 

New Delhi JUSTICE J. L. NAIN 

Dated 30th July, 1976 Chairman 

(Sd.) 

H. K. PARANJAPE 
Member 

(Sd.) 

( H. M. JHALA ) 
Member 


Annexure a 

M/s. MAHARAJA SHREE UMAID MILLS LIMITED, JAIPUR 

List of Participants for the Public Hearing held on 19-7-76 
GOVERNMENT REPRESENTATIVES : 

1. Shri M. K. Venktachalam, Joint Secretary, Department of Banking. 

2. Smt. Nalini M. K. Menon, Deputy Secretary, Department of Banking. 

3. Shri H. H. Tyabji, Deputy Secretary, Deptt. of Industrial Development. 

4. Shri J. C. Matharu, D.O., DGTD, New Delhi, 

5. Shri K. N. Bhargava, Deputy Secretary (Industries), Government of Rajasthan. 

6. Shri A. C. Srivastava, Director of Mines Safety, Dhanbad. 

7. Shri S. K. Choudhuri, Regional Controller of Mines, Indian Bureau of Mines 

8. Shri P. Satyanarayana, Deputy Director, D.C., SSI. 

APPLICANT COMPANY 

9. Shri R. N. Bangur, Chairman 

10. Shri M. L. Gupta, Chief Officer. 

11. Shri R, S. Sharda, Asstt. Chief Officer. 

12. Shri R. K. Sharma, Adviser. 

13. Shri G. K. Tulsian, Adviser. 



14. Shri R. C. Lakhotia, Adviser. 

15. Shri L. N. Bangur , Adviser. 

16. Shri P. N. Basu, Adviser. 

17. Shri S. S. Krishnan. 

18. Shri B. R. Shastri. 

19. Shri D. K. Ghosh. 

20. Shri Chadha. 

21. Shri Gopal Singh, D.O. 

22. Shri R. S. Inani. 

23. Shri R. L. Mawal, (Maheshwari), Accountant. 

OBJECTORS ; 

24. Shri Harish Bhargava, General Manager, Indo-Burmah Petroleum Company. 

25. Shri C. M. Deosthale, Manager, I.B.P. Ltd. 

26. Shri M. Varadharajan, M/s. IDL Chemicals Ltd. 

27. Shri V. C. Katoch, Do. 

28. Shri V. Y. Tambe, Do. 

29. Shri A. P. Manjrekar Do. 

30. Shri VGK Thatachary Do. 

31. Shri R. Thandapani Do. 

32. Shri Imani, Do. 

33. Shri S. C. Chadda Do. 

34. Shri B. K. Gupta Do. 

35. Shri M. P. Mukerjee, M/s. Narendra Explosives Ltd. 

OTHERS: 

36. Shri V. N. Chadha, M/s. Indian Explosives Ltd. 

37. Shri K. P. Kohli Do. 

38. Shri I. L. Puri, M/s. Chowgule & Co. Pvt. Ltd. 


Annexure B 

List of shareholders in respect of the Maharaja Shree Umaid Mills Limited, Palimarwar 
who held more than I % of the total share holding as on lit May, 1976 


L. Folio 
No. 

Name of the Shareholder 

Place 

No. of 
shares 

B/3 

The Bank of Rajasthan Ltd. • • • • 

• Jaipur 

8,200 

B/4 

Shri Benugopal Bangur. 

• Calcutta 

1,078 

B/6 

The Bond Company Ltd. • • • 

* Didwana 

4 200 

G/1 

The General Investment Co. Ltd. 

• Didwana 

5,275 

G/2 

The General Trading (Sambhar) Pvt. Limited 

• Jaipur 

4,025 

H/1 

The Laxmi Salt Company Ltd. • • • • 

• Jaipur 

8,100 

N/3 

The New Bank of India Ltd. .... 

• Didwana 

10,950 

0/1 

The Oriental Company Ltd. .... 

• Didwana 

1,000 

P/4 

Shri Purshottam Dass Bangur • • • • 

• Calcutta 

5,394 

P/5 

Smt. Pushpa Devi Bangur .... 

• Didwana 

1,400 

R/5 

Shri Rangnath Bangur. 

• Calcutta 

2,525 

S/7 

Smt. Shashi Devi Bangur .... 

■ Didwana 

1,500 

S/ll 

Shree Krishna Agency Pvt. Ltd. 

• Pali 

7,115 

S/15 

Shree Venkatesh Medical Society 

• Calcutta 

1,025 

W/1 

Western India Commercial Company Ltd. • 

• Didwana 

925 
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Annexure C 


List of the 10 Largest Shareholders in respect of the Maharaja Shree Umaid Mills Limited, Pali-Marwa^ 

as on Is? May 1976 (First 10) 


Ledger 
Folio No. 


Name of the shareholders 


N/3 The New Bank of India Ltd. 

B/3 The Bank of Rajasthan Ltd. 

L/1 The Laxmi Salt Company Ltd. 

S/II Shree Krishna Agency Pvt. Ltd. 

P/4 Shri Purshottamdass Bangur 

G/1 The General Investment Company Ltd. 

B/6 The Bond Company Limited • 

G/2 The General Trading (Sambhar) Pvt. Ltd. 
S/7 Smt. Sha^i Devi Bangur 


Place No. of 

shares 


Didwana 

10,950 

Jaipur 

8,200 

Jaipur 

8,100 

Pali 

7,115 

Calcutta 

5,394 

Didwana 

5,275 

Didwana 

4,200 

Jaipur 

4,025 

Didwana 

1,500 


Annexure D 
Exports by Umaid Mills 


(Quantiry in Kg. for yarn in metres for Cloth) 

(Value/Cost in Rupees) 


Name of the 
product 

Quantity 

exported 

Ex-factory Ex-factory Ex-factory Imports 

realisation cost of price in of raw 

(Value) produc- India materials 

tion of for the 

exported exported 

quantity quantity 

Pa yments Commis- 
of Royal- sion paid 
ties T.A./ if any for 
fees rela- the expor 
ting to the ted 
exported quantity 
quantity 

1 

2 

3 

4 

5 

6 

7 

8 

7 Yarn 

1971 

1,07,298 

6,82,406 

6,84,643 

7,08,450 

. . 


6,824 

1972 

87,479 

5,90,474 

4,81,962 

5,75,200 

• . 

. . 

5,905 

1973 

1,79,767 

13,22,433 

9,61,226 

13,11,340 


. . 

13,224 

1974 • 

1,269 

16,430 

11,426 

11,480 

. - 

. . 

164 

1975 

2,98,584 

26,83,954 

26,52,353 

25,10,260 

•• 

• • 

26,839 

11 Cloth 

1971 

2,77,015 

3,82,346 

4,76,929 

48,904 



5,221 

1972 

9,56,260 

20,82,539 

22,36,652 

22,68,230 



26,035 

1973 

12,20,843 

32,22,098 

26,29,142 

33,35,861 



40,154 

1974 

2,32,680 

8,02,456 

7,33,610 

8,25,986 

. - 


11,901 

1975 

50,200 

1,60,010 

2,23,390 

2,51,000 



2,400 


Kotf. ; 1. Umaid Mills export all goods through merchant exports. 


2 Ex-Factory realisation includes cash and distance premium incentive receivable by Umaid Mills. 

3 These figures are based on the actual deliveries effected from the mills to the exporter merchants 
without r^erence to the actual date of shipment. 

4. Foreign Exchange would be earned by merchant exporters. 
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Annexure E 


Projections for ProfitjLoss Maharaja Shree Umaid Mill Ltd. 


Particulars 

PRODUCTION 
(No. of Articlcs/quantity) 
Cloth Mtis. • 

Yarn Kg. 


(Figures in thousands) 
Projected Years 

1975 1976 1977 1978 1979 


16,468 16,500 18,000 20,000 20,000 

5,088 5,100 5,500 6,000 6,000 


I. INCOME 

1. Sales Value . . • • 115,308 121,700 138,000 15,000 150,000 


2. Other Income 

(a) Commission 

(b) Interest 

(c) Dividend • 

(d) Other misc. Income • 

Total 

II. EXPENDITURE 

1. Raw Material • 

2. Salaries & Wages 

3. Stores and Spares 

4. Power & Fuel 

5. Repairs & Maintenance 

6. Depreciation • • 

7. Interest . • • • 

8. Royalty • • • . 

9. Excise Duty 

10. Other overheads 

11. Administrative Overheads • 

12. Selling and Distribution • 

13. Expenses Donations etc. . 

Total 

Profit . . . • 


651 

350 

200 

200 

200 

192 

190 

180 

200 

200 

666 

600 

700 

700 

700 

116,817 

122,840 

139,080 

151,100 

151,100 

52,100 

54,000 

63,000 

68,000 

68,000 

22,594 

22,000 

25,000 

300,000 

30,000 

14,421 

15,000 

16,000 

17,000 

17,000 

6,417 

7,000 

7,200 

7,500 

7,500 

755 

800 

900 

1,000 

1,000 

3,900 

3,767 

3,967 

4,674 

4,140 

2076 

3,000 

4,000 

4 200 

• • 

4,000 

• • 

3,333 

4,000 

4,500 

5,000 

• • 

5,000 

4,500 

4,348 

4,925 

5,260 

5,260 

1,435 

1,500 

1,650 

1,800 

1,800 

361 

300 

300 

300 

300 

111,892 

115,715 

131,442 

144,734 

144,000 

4,925 

7,125 

7,638 

6,366 

7,100 


Less : 

14 Development Rebate/investment 
allowance . . . . 

15. Tax provision • ■ • • 

16. Dividend . . . • 


225 

1,182 

1,875 

1,875 

500 

2,900 

3,500 

3,400 

2,700 

4,000 

1,204 

1,204 

1,204 

1,204 

1,204 

4,429 

5,886 

6,479 

5,779 

5,704 


17. Retained Profits 


496 


589 
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Particulars 


Annexurb F 

Maharaja Shree Umaid Mills Ltd. 

Cash Flow Statement 

(Figures in 


Projected years 

1975 1976 1977 1978 


thousands) 


Sources of Fund 

Share Issue. 

Profit before taxation, after interest, depre¬ 
ciation and development rebate • 

Depreciation Provision • . . . 

Development Rebate Reserve/Investment 
reserve . 

Increase in secured loans 

Increase in unsecured loans and Deposits • 

Increase in Bank borrowing for working 
Capital • ■ • ' 

Increase in liability for Deferred payments 

Sale of Investments .... 

Other Incomes. 

Increase in Current liabilities and Provisions 

Increase in working capital (current Assets, 
Loans & Advances) .... 


Position of Funds 

Capital Expenditure .... 

Increase in working capital (current Assets 
Loans & advances) .... 

Decrease in secured loans ' 


4,600 

5,943 

5,763 

4,491 

6,600 

3,900 

3,767 

3,967 

4,675 

4,140 

325 

1,182 

1,875 

1,875 

500 

• • 


18,725 


460 

• 4 

. • 

1,360 

4,165 

5,321 

. 4 

• • 

126 

• • 

900 

• • 

• • 

• » 

8,027 


1,856 


• • 

510 

16,852 

31,103 

18,526 

16,821 

11,750 


8,300 

617 


Decrease in unsecured loans & deposits • 

250 

, 4 

• 4 

4 4 

• • 

Decrease in Bank borrowings for working 
capital. 

5,262 

• • 

2,840 


4 4 

Decrease in liability for deferred payments 

72 

• • 

• • 

4 4 

3,735 

Dividend . 

1,204 

1,204 

1,204 

1,204 

1,204 

Taxation. 

2,900 

3,500 

3,400 

2,700 

4,000 

Increase in Investment in companies/others 

• 4 

• 4 

• • 

4 4 


Deposit in Bank Current Account (included 
in Current Assets) .... 

558 


321 


11 

Decrease in Current liabilities and provi¬ 
sions .. 

1,826 

4,596 

2,41 



Available surplus .... 


14,000 


4,000 

.. 


16,852 

31,103 

18,526 

16,821 

11,750 
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Annexure G 


Demand Estimates for Explosives 



Demand Estimates 

Explosives (Estimated) 

Targets 1978-79 Targets 1983-84 

1978-79 

1983-84 

Coal/Lignite • 

• 145-00 mill. t. 

215 00 mill. t. 

45,000 M.T. 

70,000 M.T. 

Iron/Manganese 

• 60-00 „ 

75-00 „ 

10,000 „ 

12,000 „ 

Limestone/Dolomite 

- 50-00 „ 

67-00 „ 

7,500 „ 

9,500 „ 

Copper 

• 4-50 „ 

8-00 „ 

4,250 „ 

9,250 „ 

Zinc & lead * 

• 2-50 „ 

4-00 „ 

1,700 „ 

2,750 „ 

A1 (Bauxite) 

1-00 „ 

3-00 „ 

280 „ 

840 „ 




68,730 „ 

1,04,840 „ 

Other Sundries (Non-ferrous mines etc.) • 

. 

1,500 „ 

1,750 „ 

Other Misc. (non-mining) e.g. Roads/Railways/Hydel/ 

20,000 „* 

44,250t „■ 

Irrigation/Well sinking etc. 







90,230 M.T. 

1,50,840 M.T. 

The demands have been estimated on the basis of the published figures of various agencies and 

on the basis of estimates arrived after discussion and other assessments. 

The prevailing min- 

ing practices and procedures adopted in the country have been kept in view. 

tAssuming l.^% growth. 




(Source: Applicant Company) 





Annexure H 

Demand considerations for explosives accessories i.e. Detonators! Detonating Fusej 

Safety Fuse Etc. 

I. COAL MINES 

Area 

Total explosives 
used (Kgms) 

Detonators (Nos.) 

Electrical Ordinary 

Andhra Pradesh 

1,458,345 

831,775 

4,547,107 

Assam . . • • 

53,004 

152,360 

72 

Bihar .... 




Dhanbad .... 

1,713,673 

5,542,685 

860,403 

Hazaribag- 

2,104,417 

2,023,333 

717,098 

Ranchi .... 

90,385 

254,250 

6,500 

Santhal Parganas 

1,508 


13,315 

J.K. • • • 

171 


896 

M.P. .... 

3,001,923 

5,259,102 

3,323,937 

Maharashtra 

422,050 

2,890,918 

587,803 

Orissa .... 

446,442 

853,510 


West Bengal 

2,742,741 

9,221,167 

493,489 

Tamil Nadu (Lignite) (i) - 

218,771 

631 

4 


Grand Total 12,263,434 

28,029,622 

10,550,624 
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Annexure H— Contd . 


Average 

Explosives Consumer 





Detonators Total 

28,029,622 

10,550,624 


js.gms— 

(IT) & (I) 

NON-COAL MINES 



38,580,246 —(11) 

3.145 Nos/Ton 
say 3,100 Nos/Ton—(A) 


Minerals 

Explosives (in kgms) 



Detonators (Nos.) 


(i) 

(in 

(iii) 

(iv) 

Delay 

Instant¬ 

aneous 

Ordinary 

1 

2 

3 

4 

5 

6 

7 

8 

1. Rock Phosphate 

46,427 


18,974 

914 

2,768 

28,259 

13,273 

2. Asbestos 

37,526 

. , 

. . 


. . 

. . 

122,530 

3. Barytes 

2388 

. . 

. . 

» * 


• • 

17,824 

4. Bauxite 

63,497 


71,194 

60,194 

834 

66,487 

252,183 

5. Calcite 



• • 

. . 

* * 


.> 

6. Chinaclay 

522 

. . 

. . 

. * 


• . 

2,153 

7. Chromite 

5,874 


50 

. . 

13,686 

. . 

17,425 

8. Copper • 

759,690 


88,934 


476.937 

668.665 

836,280 

9. Diamond 

18,187 

. . 

. . 

. . 

. . 

100,051 

460 

10. Dolomite 

54,060 

107 

6,729 

. . 

. . 

130,202 

123,962 

11. Emrald 

12 

. . 

. . 

. . 


. . 

113 

12. Felspar 

1,294 

. • 





10,056 

13. Fireclay 

811 

. . 


769 

. . 

* . 

4,702 

14. Flourite 

7,891 


3,184 

. . 

1,476 

17,741 

19,037 

15. Galena and Sph- 
allrite 

385,945 


47,390 



529,992 

114,834 

16. Gold Ore 

318,257 

. . 

. . 

. . 

134,885 


980,331 

17. Graphite 

3,372 






1,778 

18. Gypsum 

10,507 






26,459 

19. Iron Ore 

872,003 

28,252 

2,099,403 

338,449 

22,173 

1374,288 

1842,039 

20. Iron Pyrites • 

35.235 



. . 


23,965 

83,544 

21. Kyanite 

14,288 

. . 




6,445 

75,678 

22. Limestone 

1003,847 

630 

1979,649 

81,195 

15,228 

1392,035 

4427,047 

23. Magnesite 

52,508 

. . 

24,949 

29,193 


96,904 

332,200 

24. Manganese * 

229,491 


52,059 

3 239 

2,145 

44,551 

1481,507 

25. Mica 

198,615 

46,386 

2,829 


16,764 

18,219 

1924,405 

26. Ochre • 

• • 


. . 


. . 

• • 

. . 

27. Quartz • 

9,716 

. . 


3,327 

• • 

10,070 

47,269 

28. Salt 

49 

. . 

42 

. . 

. . 


618 

29. Sandstone 

708 




. . 


3,188 

30. Silica 

130 




. . 


965 

31. Sillimanite 

35 

. . 

. . 




74 

32. Slate 

7 


. . 




44 

33. Steatite • 

13,999 

801 

132 



3,301 

77,397 

34. Stone 

162,308 


364,096 


4,331 

262,877 

332,353 
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Annexure W—Contd. 



1 

2 

3 

4 5 

6 

7 

8 

35. 

Wolfram 

1,048 


• • • • 

. . 


6,216 

36. 

Oil 

10,625 


548 


3,762 



Grand Total 

4318,897 

76,186 

4760,163 517,286 

691,227 

4777,824 

13178,026 


Average — Explosives 







Consumed — (i)+(ii)+(iii)+(iv) =9,672,532 — (a) 





Average of (A) & (B) = 3,100+1,900= 

: 5,000 +—2 








=2,500 Nos. /Mt. 





Detonators = 

18,647,077 Nos. -(b) 





(b) + (a) 

1,927 Nos./Mt. 





Say 

1,900 Nos. /MT—B. 








Annexure I 





Estimates of Demand for Explosives by 1978-79 as prepared by 





the Explosives Committee 






1974-75 

1975-76 


1976-77 



Actual 
produc¬ 
tion of 
mineral 
ore 

Actual 
consump¬ 
tion of 
explosives 

Anticipa- Actual 
ted pro- produc- 
duction tion 
of ore/ during 

Mineral 1975 

Antici¬ 
pated re¬ 
quirement 
of explo¬ 
sives 

Anticipa¬ 
ted pro¬ 
duction 
of ore/ 
mineral 

Anticipa¬ 
ted re¬ 
quirement 
of explo¬ 
sives 

I. MINERAL 








SECTOR (Mil. Ton) 

(Tonnes) 

(Ml. T.) (Ml. T.) 

(Tonnes) 

(Ml. T.) 

(Tonnes) 

1. 

Coal & Lignite 

91 

17,000 

109 98 

30,900 

120 

35,300 

2. 

3. 

Iron Ore & 
Manganeese 
Limestone & 
Dolomite 

(Production of 1974) 
34-2 3,000 

1-36 

23-5 2,573 

115 

40 40-9 

29-7 27 00 

4,000 

3,300 

47-7 

34-85 

5,300 

4,100 

4. 

Copper Ore 

1-3 

1,190 

2-1 1-8 

1,900 

31 

2,700 

5. 

Bauxite • 

107 

145 

1-37 1-2 

180 

1-75 

250 

6. 

Crude Mica • 

•013 

298 

•017 0112 

340 

•025 

500 

7. 

Lead & Zinc ore 

0-4 

448 

0-7 04 

700 

11 

990 

8. 

9. 

Gold ore 

Other Minerals 
(Uranium, As¬ 
bestos Chromite, 
Refractory Mi¬ 
nerals) 

0-62 

(Approx) 

375 

900 

•65 2844Kg. 

(Metal) 

375 

1,000 

0-65 

400 

1,150 

Total of Item (No. 2 
to 9) 


8,929 


11,795 


15,390 

II. OTHER SECTION* 







(Civil Enggs.) 


11,500 


13,600 


15,700 


Project, Defence, 
Irrigation etc. 


37,429 


56,295 


66,390 


*Estiroates as indicated by the manufacturers of Explosives. 
(Source : Indian Bureau of Mines), 
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Annexure I— Contd. 

Estimates of Demand for Explosives by 1978-79 as prepared by the 


Explosive Committee 



1977-78 

1978-79 

1983-84* 

Anticipa¬ 
ted pro¬ 
duction 
of ore/ 
mineral 

Anticipa¬ 
ted requi¬ 
rement of 
explosives 

Anticipa- Anticipa¬ 
ted pro- ted requi- 
duction of rement of 
ore/ explosives 

mineral 

Estima¬ 
ted pro¬ 
duction 
on target 

Anticipa¬ 
ted requi¬ 
rement of 
explosives 

I. MINERAL SECTOR 

(Ml. T.) 

(Tonnes) 

(Ml. Ton) 

(Tonnes) (Ml. Ton) 

(Tonnes) 

1. Coal & Lignite 

130 

41,400 

141 

46,600 

212 

69,734 


(Production 

of 1974) 





2. Iron Ore & Manganeese • 

33-6 

6,700 

66-5 

3,100 

87-5 

10,645 




3-0 


3-8 


3. Limestone & Dolomite • 

44-20 

5,200 

53-2 

6,500 

73-3 

8,955 

4. Copper Ore 

4-56 

3,800 

60 

5,000 

1,21,000 

10.614 




(ore) 


(metal in 





57-000 

tonnes) 





ton of cs. 






Metal 




5. Bauxite 

2-20 

310 

2-65 

400 

6,93,000 

644 






(Al. metal 







in tonnes) 


6. Crude Mica 

•033 

650 

•04 

800 

M.E. 

800 

7. Lead & Zinc ore 

1-6 

1,280 

2-4 

1,700 

2,80,000 

4,033 






(Metal) ■ 
Lead & 







Zinc. 


8. Gold ore ... 

0-65 

400 

0-65 

400 

N.A. 

400 

9. Other Minerals 


1,300 


1,500 


2,415 

(Uranium, Asbestos, Chro- 







mite. Refractory Minerals) 







Total of Item No. 2 to 9 


19,640 


24,400 


38,506 

IL OTHER SECTION** 







(Civil Enggs.) 


17,800 


20,000 


30,000 

Project, Defence, Irrigation 







etc. ■ 

* 

78,840 


91,000 


137,880 

‘Estimates supplied by the Indian Bureau of Mines. 





“Estimates as indicated by the manufacturers of Explosives. 




Source : Indian Bureau of Mines. 








Annexure J 




Estimates of Demand for Explosives by 1978-79 as prepared by IBP 


Zones 

Mining 

Non- 

Total 

Permis- 

Non- 

Total 



Mining 


sible 

permissi- 






ble 


Eastern .... 

30,186 

8,000 

38,186 

14,190 

23,996 

38,186 

Central .... 

20,315 

1,000 

21,315 

6,352 

14,963 

21,315 

Western .... 

1,880 

1,000 

2,880 


2,880 

2,880 

Northern .... 

4,525 

6,500 

11,025 


11,025 

11,025 

Southern .... 

7,787 

3,500 

11,287 

3,600 

7,687 

11,287 

Total 

64,693 

20,000 

84,693 

24,142 

60,551 

84,693 


(Source : Indo-Burmah Petroleum Co. Ltd.) 
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(Source ; IDL Chemicals Ltd.) 






Estimates of Demand of Explosives as furnished by Chowgule & Co., Private Ltd. 
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Annexure M 


Available Information on Products and Capacities of F.C.I. 


Unit 

Production Units 

Products and Capacity 

Fertilisers 


Industrial Products 

Product 

Capacity 

(m.t.) 

Product 

Capacity 

(m.t.) 

Sindri 

Ammonium 

2,23,000 

Ammonia • 

13,200* 


Sulphate 


Ammonium Nitrate 

9,000 


Ammonium 

60,000 

Technical Grade 

1,000* 


Sulphate 

16,000 

Ammonium Sulphate 



Nitrate Urea 


Technical Gr. Urea 

2,000* 




Ammonium Bicarbonate 

3,000 




Diluted Nitric Acid 

15,000* 

Nangal 

Calcium Ammonium 

3,18,160 

Heavy Water (Kg.) 

14,100 


Nitrate 


Diluted Nitric Acid 

2,400* 




Ammonia • 

1,200* 

Trombay 

Urea Suphala 

2,10,000 

Ammonium Bicarbonate 

4,000 


(15 : 15 :15) 


Argon 

1,72,000 





(cu. m.) 




Sodium Nitrate/Sodium 

4,000 




Concentrated Nitric Acid 

20,000 




Carbon Black 

1,000 




Methylamines 

4,000 




Ammonia • • 

3,600 




Technical Gr. Urea 

8,500* 

Gorakhpur 

Urea 

1,73,920 

Argon Gas 

2,88,000 





(cu. m.) 

Namrup 

Ammonium 


Technical Grade Urea • 

2,000* 


Sulphate 

1,00,000 




Urea 

55,000 

Technical Grade Ammonium 




Sulphate • 

1,000* 

Durgapur 

Urea 

3,30,000 



‘Available for industrial use from the main plants. 



(Source : Umaid Mills) 





Annexure N 



FCILtd.: Future Expansion, Products and Capacity 


Expansion Scheme/New Unit 


Product 

Targeted 





Capacity 





(Mt) 


1 


2 

3 

Trombay (Debottlenecking) 


Suphala (15:15:15) 

1,20,000 

Sindri Rationalisation 



Triple Superphosphate 

3,26,000 

Barauni 

. 


Urea 

3,30,000 

Namrup Expansion 

• 


Urea 

3,30,000 

Gorakhpur Expansion 

* 


Urea 

1,11,000 

Nangal Expansion 

* 


Urea 

3,30,000 
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Annexurb N— 

-Contd. 



1 

2 


3 

Ramagundam ....... 

Urea 

• 

4,95,000 

Talcher ........ 

Urea 

• 

4,95,000 

Trombay IV ....... 

Suphala(20:8:20-8) 

3,61,000 

Haldia . 

Urea 

• 

1,65,000 


Suphala (15:15:15) 

5,00,000 

Sindri Modernisation . 

Urea 

• 

3,30,000 

Trombay . 

Total 

Urea 


2,58,000 

41,51,000 

{Source : Umaid Mills) 

Annexurb O 



Capacities for Production of Ammonia and Ammonium Nitrate 

I. AMMONIA Capacity M/T.—Yr 

Ballarpur Collieries Company 

• 

. 

2,440 

Coromandel Fertilizers Ltd. .... 

♦ 

. 

107,000 

Durgapur Projects Ltd. . 

• 

• • • 

2,830 

East India Distilleries & Sugar Factories Ltd. 

• 

. 

11,340 

Fertilizer Corporation of India Ltd.: 

Durgapur ...... 

• 

, 

198,000 

Trombay . 

• 

. 

118,900 

Gorakhpur . 

• 

. 

105,600 

Namrup . 

• 

. 

66,000 

Haldia 


* • « 

198,000 

Fertilizer & Chemicals (Travancore) Ltd. 

Cochin Unit . 



198,000 

Alwaye Unit . 



79,200 

Gujarat State Fertilizers Co. .... 



861,000 

Indian Explosives Ltd. . 



300,000 

I.F.F.C. . 



300,300 

Madras Fertilizers Ltd. . 



243,000 

Malabar Chemicals & Fertilizers (P) Ltd. 



300,000 

Mangalore Chemicals & Fertilizers 



198,000 

Shanta Bros. • .. 



1,750 

Shri Ram Chemicals . 



360,000 

The Southern Petro. Chem.. 


. 

352,000 

Zuari Agro Chemicals Ltd. • • • • • 


Total 

198,000 

3,400,360 


II. AMMONIUM NITRATE (DILUTE) Total capacity 

621,000 M/t 

UNITS M/T—Yr. 

Hindustan Steel Ltd. RSP ........ 580,000 

Fertilizers Corporations of India Ltd.: 

(Sindri) • ... 9,000 

(Nangal) ... 32,000 


621,000 
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No. 2/16/75-M(I) 

Government of India 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 

BEFORE THE CENTRAL GOVERNMENT 

In the matter of an application under Section 22 of the Monopolies and Restrictive Trade 

Practices Act, 1969; 

iND 

In the matter of a proposal of Maharaja Shree Umaid Mills Limited for the establishment 

of a new unit for the manufacture of Industrial Explosives and Accessories. 

Maharaja Shree Umaid Mills Limited (hereinafter referred to as the ‘applicant company’) 
made an application under Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 
(hereinafter referred to as the ‘Act’) for the establishment of a new undertaking in Rajasthan, for 
the manufacture of 25,000 M.T. per annum of Industrial Explosives; 30 million number of Deto¬ 
nators; 15 million meters of Detonating Fuses; 15 million meters of Safety Fuses and 250 tonnes 
of Gun Powder. The capital cost of the project has been estimated at Rs. 1260 lakhs (Land—Rs. 15 
lakhs; Building—Rs. 145 lakhs; Plant & Machinery—Rs. 765 lakhs; Furniture & Fixtures—Rs. 15 
lakhs and other expenses —Rs. 320 lakhs) which is proposed to be financed by issue of capital and 
loans from Financial Institutions.^ 

2. The applicant company was registered on 11-11-70 under Section 20(a)(ii) of the Act 

3. The applicant company advertised the proposal in accordance with the prescribed pro¬ 
cedure and no objections have been received. 

4. On the basis of the information available, the Central Government came to the conclusion 
that no order under Section 22(3)(a) of the Act coiild be made in this case without further enquiry. 
Accordingly, in exercise of the. power conferred by clause (b) of sub-section (3) of section 22 of the 
Act, the Central Government referred the proposal of the applicant company to the Monopolies and 
Restrictive Trade Practices Commission (hereinafter referred to as the ‘C^Iommission’) for further 
enquiry and report. 

5. In its Report, the Commission has come to a finding that there is no scope for setting 
up of additional capacity for explosive/accessories i.e. detonating fuse, gun powder, etc. especially 
by a new undertaking in the foreseeable future. There is, at present, substantial unutilised capacity 
for detonators available with the existing units. As regards the proposal for Slurry Explosives> 
the Commission has pointed out that while there would be scope for additional capacity in the 
country in the latter part of Sixth Plan, there is not much scope for setting up a viable unit in Rajas¬ 
than in view of the very limited demand. The applicant company has also no experience in the 
manufacture of chemicals or even as a user of explosives. Its present activities are confined to tex¬ 
tiles. The Commission has also characterised the aspect of foreign collaboration as the weakest 
in this proposal and is also of the view that the party does not have a fair chance of obtaining foreign 
collaboration on the basis of data and information furnished to it during the hearing. The difficulties 
of getting basic raw materials are also great. The Commission, has accordingly, recommended 
rejection of the proposal. A copy of the Commission’s Report dated 30-7-1976 was supplied to the 
applicant company and to the objectors who had disclosed their interest before the Commission. 

6. A hearing in terms of Section 29 of the Act, was given to the applicant company and to 
the objectors on 21st February, 1977. Besides, the applicant company, the representatives of the 
following objectors attended the hearing ; 

(1) M/s. IDL Chemicals Ltd. 

(2) M/s. Indo-Burma Petroleum Co. Ltd. 

(3) Fertilizers Corporation of India Ltd. 

(4) Narendra Explosives Ltd. 

The representatives of the applicant company stated that according to the Commission’s own con¬ 
clusion there was a gap of about 55,000—65,000 tonnes of industrial explosives in the latter part of 
the 6th Plan and as against that, the applicant company was asking for a very small quantity. They 
required 24 to 30 months for the actual production to start and the Central Government should 
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therefore, plan for the requirements of the Vlth Plan period. They stated that they would be inte¬ 
rested in the plant as a whole and would not pursue the proposal for accessories alone. On the 
supply of raw material, they said that GSFC has assured them the supply of essential raw material. 
They stated that, according to their assessment, 40% of the production of explosives would be con¬ 
sumed in Rajasthan and they would also be catering to the demand of the neighbouring States. They 
further submitted that they will be countervailing the concentration of economic power by entering 
into the production of explosives and their project was also in the notified backward area. The com¬ 
pany’s representatives explained that they have entered into a secrecy agreement with DuPont in 
August, 1976 and that the foreign collaboratiors have continued to express interest in their proposal. 
On specific query, the company’s representatives were, however, not in a position to produce any 
tangible proof to show that they have reached tentative understanding with any foreign collaborator 
or have an assured supply of raw material. 

7. The representative of the Fertiliezrs Corporation of India Limited, one of the objectors 
stated that in case the applicant company was going in for foreign collaboration with DuPont, they 
will require a special type of raw material which is being produced only by the Fertilizers Corpo¬ 
ration of India Limited and that GSFC cannot supply the required raw material as they were not 
producing the same. He stated that the applicant company has so far not made any enquiries from 
them. He also expressed interest of Fertilizers Corporation of India Limited to take up manufacture 
of explosives soon as they had the know-how and the raw materials. The representatives of the 
IDL Chemicals Limited, the other objector, stated that they have no objection to the coming into 
the explosives field of any producer other than Indian Explosives Limited provided there was demand 
for the product. Accordng to their understanding, the demand projection was highly exaggerated. 
They further stated that with the adoption of modern techniques and innovation, the consumption 
of explosives for coal mining was likely to go down and that, according to them, in any case the 
requirements of explosives by the end of Vlth Plan period was not likely to touch the high figure 
of 140,000 tonnes. The representative of the Indo-Burma Petroleum Co. Ltd., another objector, 
argued that no new technology was required and that there should be no further outgo of foreign 
exchange on that score. They could sub-licence their technology to any party who was later allowed 
to enter this field. They also contended that no further licensing should be done at this stage in view 
of demand constraints. The representatives of Narendra Explosives Limited stated that there was 
no scope for further creation of capacity in this filed. On the slurry technology, they said that the 
technology developed indigenously by IDL Chemicals Limited was perfect in every respect 
and there was no necessity to import a new technology. 

8. The Central Government has carefully considered the report made by the Monopolies 
and Restrictive Trace Practices Commission, the submissions made by the applicant company 
and the objectors at the hearing. The present licensed, installed capacity and the capacity covered 
by the letters of intent which is likely to come up, is 1,16,500 tonnes. An additional capacity cf 
20,000 tonnes of explosives is covered by the proposal of M/s. Chowgule and Company Pvt Ltd. 
which is separately being considered by the Government. The Commission had estimated the demand 
at 80,000 tonnes by 1978-79 and 1,40,000 tonnes by 1983-84 requiring an installed capacity of 1,00,000 
and 1,75,000 tonnes respectively on the basis of 80% utilisation of capacity . The demand estimates 
made by the Commission would require considerable scaling down and the gap between demand and 
supply projection by the Commission for the latter period of 6th Plan was likely to be substantially 
reduced. It is not therefore, necessary for the present to create any further capacity in this field. 
For these reasons, as also for the reasons mentioned by the Monopolies and Redrictive Trade 
Commission in its Report, the Central Government is of the view that is not expedient in the 
public interest tc accord approval to the proposal of the applicant company and that it should 
be rejected. 

ORDER 

The Central Government, in exercise of its powers in clause (c) of sub-section (3) of Section 
22 of the Monopolies & Restrictive Irade Practices Act, 1969, hereby rejects the proposal cf Maha¬ 
raja Shree Umaid Mills Limitea for the establisnment cf ? new undertaking fcr the manufaeture 
of industrial explosives as contained in its application dated the 16th September, 1975 under Section 
22 of the Act. 


(Sd.) M. K. KUKREJA 
Joint Secretary to the Govt, of India 

New Delhi, 

the 2%lh February, 1977. 
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INTRODUCTION 


O'01 Philips India Limited (hereinafter referred to as PIL), Shivsagar Estate, Block ‘A’ 
Dr. Annie Besant Road, Bombay, submitted to the Government of India, Department of Company 
Affairs on 21-1-1974 an Application under sub-section(2) of section 22 of the Monopolies and Res¬ 
trictive Trade Practices Act (hereinafter referred to as the ‘Act’) for approval of its proposal for the 
establishment of a new undertaking for the manufacture of Medical Electronic Equipment (herein¬ 
after referred to as MEE), viz., (i) Cardiac Monitoring Equipment and Accessories; (ii) Patient 
Monitoring Equipment and Accessories; (iii) Cardio and Physio Therapy Equipment and Accesso¬ 
ries; and (iv) Respiration and Anaesthesiology Equipment. 

0-02 The Department of Company Affairs, vide its letter No. 2(4)/74-M. Ill dated April 8, 
1974, referred the said application to the Monopolies and Restrictive Trade Practices Commission 
(hereinafter referred to as the ‘Commission’) under clause (b) of sub-section (3) of Section 22 of the 
Act for enquiry and report. 

0-03 The Commission issued a Notification on 11th April, 1974, which was published in 
various newspapers and commercial journals on or about 20th April, 1974. The Notification con¬ 
tained salient features of the proposal and invited all parties who wished to furnish any information 
or give comments regarding the proposal which would be of assistance to the Commission in the 
enquiry to do so. Alt such parties were also requested to indicate whether they would like to parti¬ 
cipate in the public hearing to be held by the Commission in due course. 

0-04 In terms of sub-section (2) of section 30 of the Act, the Commission was to submit its 
Report to the Central Government by July 7, 1974. The time had to be extended initially upto 
August 31, 1974, as the concerned Government Departments, some of the existing manufacturers 
MEE and others took time to furnish the requisite information. Besides, the information called 
from PIL required a detailed scrutiny. 

0-05 The Commission had again to extend the time for submission of the Report upto 
31-10-1974 as PIL had yet to furnish information in regard to the supplementary questionnaire issued 
to it, as also the information called for from it during the Commission’s visit to its manufacturing 
units in Poona. Besides, the Commission had to visit the Central Scientific Instruments Organization, 
Chandigarh, which had objected to the proposal and the Commission was also awaiting receipt of 
information called for from some of the objectors. 

0.06 The public hearing was held on 30th September, 1974 and 1st October, 1974. A state¬ 
ment showing the names and addresses of those who participated at the hearing is given in Appendix I. 
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CHAPTER I 

THE APPLICANT COMPANY 


Parent Company 

1.01 Philips India Limited is a subsidiary of N.V. Philips Gloeilampenfabriekan, establi¬ 
shed in Netherlands. One of the oldest and best known multinational concerns in the fields of elect¬ 
rical appliances and electronics. Philips (Holland) is said to be the best electrical company outside 
the United States. Though its base continues to be in Holland, it has selling subsidiaries or asso¬ 
ciates in 66 countries out of which in 44 it undertakes manufacturing. It has been said in a study 
of Philips that 

“Organisationally it has regarded itself as multinational for along time. It has a peculiarly 

European approach, but each overseas company is as far as possible locally identified. 

But, as would be expected with a family dominated company. Philips is more wedded to 

its home base, Eindhoven, than it cares to admit .Research in this technically 

based company is also heavily Dutch controlled, particularly the important basic research.... 
The components it supplies to other Philips companies round the world and the rather smaller 
export of finished products make up almost 10 per cent of total Dutch exports. If 
Philips had a bad year it is a political issue. 

“As far as policy is concerned, the Philips line is that the non-Dutch subsidiaries manage 

their own affairs.Philips alone among the major corporations anywhere in the world, 

uses the ‘replacement cost’ method of accounting.Philips also writes off any intangible 

assets in its books such as goodwill, patents, trade marks, etc. On top of that, the heavy 
annual spending on research and development, currently running at some 7 per cent of sales, 
is also taken as a charge against profits, and is not capitalised as is done by some electronics 
firms. This is an extraordinarily high rate of spending on R&D even in the electrical industry... 

“The Philips executive who said last year that the company is a manager’s nightmare obviously 

had in mind that centralised operation is becoming more complex.The national 

Philips organisations which take the products are primarily responsible for selling. Although 
the national managements are nominally free to run their company as an independent business 
control of product strategy is kept very firmly at Eindhoven: ‘we run a worldwide marketing 

policy’.The real power bases in Philips are the 13 product divisions, and each of these 

directs policy for its respective products in each national organisation.As is to be ex¬ 

pected of such a highly internationalised and complex operation, it has been subjected to cri¬ 
ticism that it arranges its production in the cheapest markets, rigs transfer prices, indulges 
in cross-frontier licence fee stripping and all the other misdemeanours of which multinationals 
are alleged to be guilty. In reality the criticism that more nearly fits is that Philips has taken 
too little trouble to optimise its investments in different national markets, and has perhaps 
been too ready to succumb to government pressures in making such decisions. 

“Such charges are difficult to examine at Philips. It claims that each subsidiary has discretion 
over the prices at which it can buy and sell and that where Philips’ own components and 
products are being transferred, the prices are usually determined by the seller to be in line with 
market . If they are net, then the subsidiap? can ordinarily have the component bought in. 
Indeed, a significant but undisclosed proportion of Philips products use bought-in electronics, 
materials or sub-assemblies. Generally speaking, it is from trading prices and not licence 
fees too that Philips aims to get its return on its new developments, even though tax can often be 
minimised by repatriating profits of foreign subsidiaries in the form of licence fees. As for 
arranging manufacturing units to suit its own private plans, this must occur. It is, basically, 
why firms go multinational. But even here. Philips claims that development of new product 
is left to any national organisation that comes up with the idea, a feasible way of developing 
the product, and an identifiable market. This if obviously on over-simplification, for too 
much must depend on the ability each subsidiary is judged at the centre to possess for develop¬ 
ing anything. 

“In its favour, it must be said here that it (Philips) was one of the first companies to establish 

production in cheap-labour countries of the Far East, on labour-intensive production. 

There will be many more problems in taking existing products and new developments into 
markets in the third world, where saturation is many years away. The difficulty here is low- 
volume sales per market. Philips has developed what it calls the three stage approach 
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for less-developed countries; first, export, then allocation of a specific production plant to manu¬ 
facture for the market in question white at the same time training local personnel of the, 
nascent national organisation in that plant; and when the process is well enough advanced 
to meet expertise in the new market, a new plant will be built there.* 

1-02 This long quotation from a recent study on Philips will provide a certain background 
about the worldwide Philips organisation, which may help in looking at Philips India Limited in a 
proper perspective. 

103 The same study has also indicated that of the 13 product divisions of Philips, all run 
from Eindhoven, the largest in terms of turnover are radio and television, electronics and materials, 
lighting and domestic appliances. Medical systems is a much smaller division. It is interesting 
to note that in a study on the electronics industry published in 1968, Philips has not been mentioned 
as one of the major producers of medical, scientific, educational and other industrial equipments.! 


Philips India Limited 

1-04 PIL was initially incorporated on January 31, 1930 as a private limited company under 
the Indian Companies Act, 1913, with the name of Philips Electrical Company (India) Limited. This 
name was changed to Philips India Private Limited on September 12, 1956. It was converted into a 
public limited company on October, 31, 1957. At that stage a part of the equity was made avilable 
to Indian shareholders. At present, 60% of the equity shareholding of PIL is in the hands of 
N.V. Philips Gloeilampenfabrieken, Holland (hereinafter referred to as ‘Philips (Holland)’. In 
its early years PIL engaged itself in the marketing of the products of its parent company. The products 
marketed were mainly electric lamps and radio receivers. In 1953, PIL began in their Calcutta 
factory the assembling of some components of radio receivers. From 1958, the Company under¬ 
took the production of some components in its new factory at Loni (Poona). Over the years, the 
production of radios and electronic components has increased significanty and new types of com¬ 
ponents including professional grade components have been included in the Company’s production 
range. In I960, PIL acquired the lamp factory earlier owned by Osier Electric Lamp Manufacturing 
Limited and thereafter consolidated arrangements for manufacture of lamps in a fully integrated 
manner by establishing a comprehensive factory at Kalwa (Bombay). In 1965, a new factory was 
set up at Caclcutta for the manufacture of transistorised portable trans-receivers for use by the Central 
Govt. The same unit has also undertaken production of certain electronic equipments for the 
Defence Ministry. In 1969, the Company acquired another factory at Kalwa for the manufacture 
of welding electrodes. In 1970, a new factory was established at Pimpri (Poona) and the manufacture 
of radio sets was transferred from the Loni factory in Poona to this one so as to enable Loni factory 
to concentrate on the production of components. Thus, at present PIL has seven factories in different 
parts of India. It has also built up a strong market organisation. PIL has claimed that integra¬ 
tion of production processes and progressive import substitution aided by Research and Develop¬ 
ment have been the keynote of its policy over the decades. 

1 • 05 The range of components manufactured by PIL covers various types of Resistors and 
Capacitors (both fixed and vairables). Loudspeakers, Coils, Switches, Battery Motors and Voltage 
level Indicators. Further, its production range now includes Radio Receivers, Fluorescent Lamps, 
Starters, Burners for Gaseous Discharge Lamps, Lighting Fixtures, Record Players, Electrical Mea¬ 
suring Apparatus, Quality Control Equipment and Scientific Instruments, Trans Receivers, Public 
Address Systems, Communication Systems and Welding Electrodes. PIL also manufacturers Lamp 
Compenents, Tungsten and Molybdenum Wires and Coils, Glass Shells, Glass Tubing, Fluorescent 
Power and Diamond Dies. 


Interconnection 

1-06 PIL has admitted interconnection with Electric Lamp Manufacturers (India) Private 
Limited, under Section 2(g) (iii) (c) of the M.R.T.P. Act by virtue of its being under the same manage¬ 
ment within the meaning of Section 370 of the Companies Act, 1956. N.V. Philips Gloeilampenfa- 
brieken, Holland, holds 60% of the share capital of PIL and 35-35 per cent of the share capital of 
Electric Lamp Manufacturers (India) Private Limited. 

’“Evaluation and Adaptation at Philips, a Case Study”, Multinational Business, February 1972, Economist 
Intelligence Unit, pp. 45 to 54. 

tSec Skinner and Rogerse, ‘Manufacturing Policy in the Electronics Industry (3rd edition 1963), 
Richard D. Erwin Inc., Homewood, Illinois; pp. 25, 26. 
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1'07 Electric Lamp Manufacturers (India) Private Limited was incorporated on November, 
12, 1938. Its present authorised capital is Rs. 60-00 lakhs and issued and subscribed capital is Rs. 
55-0 lakhs. The interconnected company is engaged in the manufacture of flourescent lamps, 
G.L.S. Lamps, special lamps and lamp components. 

Management 

1-08 PIL is managed by a Board of Directors, most of the Directors being wholetime en¬ 
gaged in the work of the Company. Three Directors, the Chairman-cum-Managing Director, Director 
of Finanace and Administration, and Technical Director are foreign (Dutch nationals) and five are 
Indians. Of the latter, four are whole time Directors. Two directors are in charge of marketing, 
one in charge of Personnel and Industrial Relations and one is designated as Industrial Director and 
located in Delhi. 

1-09 The Chairman and Managing Director of PIL is also the Chairman of the Board of 
Directors of Duphae-Interfran Limited and Electric Lamp Manufacturers (India) Private Limited. 
In addition, he is a director of Hind Lamps Limited and Polydor of India Limi^. The director. 
Finance and Administration, is also on the Board of Directors of Duphar-Interfran Limited. It may 
be noted that PIL upto now has not had an Indian as Chairman-cum-Managing Director. 

1-10 As be fits a modern corporation, PIL has a streamlined management organisation. It 
also has a well organised set up for training its employees of different categories including management 
cadres. 

Growth of PIL 

1-11 PIL started in India in a modest way with an authorised capital of Rs. I ■ 0 lakh and a 
paid-up capital of Rs. 0-45 lakh. It has grown steadily in size and its growth has been specially 
rapid in the period since 1957. (See Table 1 below) 


TABLE 1 


Growth of Capital of PIL 

(Rs. lakhs) 


Year and Date 




Authorised share 
capital 

Laid up share 
capital 

31-3-1930 • 




1-0 

0-45 

March, 1932 




1-0 

1-00 

March, 1936 




10-0 

7-50 

November, 1937 




10-0 

10-00 

December, 1937 




20-0 

10-00 

18-2-1950 * 




50-0 

25-00 

October, 1957 




50-0 

50-00 

October, 1957 




500-0 

170-00 

December, 1957 




500-0 

220-00 

December, 1964 




500-0 

260-00 

November, 1966 




500-0 

364-00 

May, 1967 • 




1000-0 

364-00 

June, 1970 • 




1000-0 

546-00 

February, 1973 




1000-0 

679-00 

May, 1974 

• 


• 

2000-00 

679-00 


Source: — The applicant company. 
26—7 M of U&CA/ND/79 
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1 • 12 As its capital has grown so also have increased its sales as well as the number of 
pel sons employed. With the introduction of Indian shareholding the number of shareholders have 
also increased significantly (See Table 2). 


Capacity and Production 

1-13 The very wide range of PIL’s production has already been indicated above. Detail 
regarding its licensed and installed capacity and actual production data for the last five years are 
given in Table 3. 

1-14 The data given in Table 3 indicate a somewhat uneven picture. The actual production 
is veiy much higher than the so called installed capacity in items like lamps and acces^nes for fit¬ 
tings. They are significantly higher in the case of electronic components, glass shells, filaments and 
burners, while in a number of other items, especially public address systems, telecornmunication 
systems, measuring instruments, and medical apparatus, the output is much below the installed and 
licensed capacities. The Commission has not received any information as to how the production in 
certain items is very much higher than licensed and installed capacities. PIL has however explained that 
the under-utilisation of installed capacity has been mainly due to inadequate market deniands and 
shortage of raw materials. We were specially concerned about the under-utilisation of capacity 
in relation to, medical equipment. The data regarding the utilisation of capacity (Table 4) and the 
reasons for under-utilisation in this field have been given by PIL as follows: 

1. Infrared therapy apparatus 

Here the production was limited due to the limited availablity of import licence for the 
import of infraphil bulbs. This raw materials licence is allotted on the basis of consum¬ 
ption. Much as we would like to produce more the import licence is given only to 
the extent we produced in the previous year. We have approached the Government 
authorities for allotment of enhanced licences so that the capacity could be utilised bettef. 
In the meantime we have reached the final stage in our plan to manufacture in India 
infraphil bulbs and these will be available from 1975, Thus we will be able to manufa¬ 
cture this infrared therapy apparatus fully utilising our capacity. 

2. Shadowless Operation Light 

We are utilising the capacity to the fullest possible extent. 

3. Portable Instrument Steriliser 

Our production is NIL because we have found it diflacult to sell the sterilisers of high 
quality which we make, in competition with a niunber of low priced and rather low 
standard sterilisers in the market. Ourelforts towards redesigning these sterilisers to bring 
down the cost have not been successful. We believe that with proper Indian 
standards established for sterilisers medical institutions would start chosing ISI approved 
sterilisers of high quality which will enable us to produce sterilisers upto our installed 
capacity. 

4. UltravioletjInfrared apparatus 

These ultraviolet burners (called Biosol) were imported from abroad. These arc no 
longer produced. We are now redesigning the unit to suit the new type of burner that 
is now available. 

5. High Pressure Sterilisers 

Here we have been producing these sterilisers as much as possible. A munber of 
non-standard sterilisers have come into the market selling at very low prices. 

Our products are accepted by institutions who specify standard equipment (Directorate General of 
Armed Forces Medical Sciences etc). Indian Standards (ISI) are being drawnup and we are confi¬ 
dent that once Indian standards are available, we will be able to produce more fully utilising our 
capacity. 

1-15 As part of its programmes of further growth PIL has applied for industrial licences for 
domestic refrigerators, T.V. receivers, digital electronic measuring instruments, mobile phones etc. 
A large number of these applications have been rejected (See Appendix 11). It will be indicated from 
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TABLE 3 

Statement of Installed Capacities and Actual Production 
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our The applicant company. 
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the data in this list that the rejections have been due to different reasons. In cases like semi-conductor 
devices and also items like refrigerators and T.V. receivers the reason has been that there was no 
scope for the establishment of further capacity. In some items like transistorised mine detwtors and 
mobile phones the reason has been that the items are reserved for the public sector. In items like 
digital electronic measuring instruments, professional inter-communication systems, tape deck 
mechanisms and tape cassettes the reason given was that the items could be manufactured by small 
entrepreneurs or by wholly Indian manufacturers. In some items like miniature coils and industrial 
measuring and control instruments the reason is that the capacity sanctioned to PIL is not being 
fully utilised. In items like glass shells for electric lamps the reason is that PIL had already been 
manufacturing far in excess of sanctioned capacity. 

1-16 It needs also to be noted that PIL has on hand expansion programmes which are already 
sanctioned. Details about these are given in Table S. 


TABLE 5 

Schemes of PIL under implementation 

Name of the product Licensed Present stage of implemen- Likely date of starting 

capacity tation production 

(A) Burners • • 30,000 Nos 1 PIL has received capital Production of these 

Infrared and GLS (300 9,20,000 „ 1 goods licence for a c.i.f. lamps was expected to 

—1500W) Rvalue of Rs. 78-83 lakhs commence in June/July 

Lamps • • 30,000 „ and the machinery is being 74. 

MV lamps • • 30,000 „ j installed. 

Halogen lamps • - 50,000 „ J 

(B) Radio-Receivers • • 7,00,000 „ Capital goods licence for Expected to reach the 

(after expansion) c.i.f. value of Rs. 2-34 full licensed capacity 

lakhs has been received from Aug/September 
by PIL. 1974. 

1*17 In addition to the industrial licences already sanctioned to it, PIL has also received 
certain Letters of Intent. The position in respect of these is given below. 


TABLE 6 

Letters of Intent Issued 

S. No. Name of the product Capacity Cost of the Progress made 

sanction^ project 

1. Tape Recorder • • 20,000 Nos. 32,52 lakhs Construction of factory building 

completed. Applied for 

capital goods licence. Proto¬ 
type developed. It will take 
six months to start production 
after the receipt of capital goods 
licence. 

2. Electronic components • 610 lakhs Nos. 265 lakhs* Submitted capital goods licence 

application. I^e company 

hopM to implement the subs¬ 
tantial expansion within 12 
months after receipt of Indus¬ 
trial licence. 

3. Glow switches ■ * 300 lakhs Nos. 19-2 lakhs Expected to start production 

within 12 months after the 
receipt of industrial licence/ 
capital goods licence. 


*For the capacity c^iginaily applied. 






1 • 18 The details about the applications made by PIL for industrial licences which are pending 
with the Government are given below. 


TABLE 7 


Applications pending 


s. 

No. 

Industrial 

licence 

application/ 

date 

Product 

Capacity per 
annum applied 
for 

Location 

Remarks 

1. 

11-5-1966 

Electronic instruments 

6,400 Units Pimpri 


2. 

28-1-1970 

Professional Microphones 

7,200 Nos 

Pimpri 


3. 

21-9-1970 

Cardiac Monitoring equipment 

200 „ 1 





Patient Monitoring system 

100 „ 





Cardio & Physiotherapy equipment 100 „ ] 

y Pimpri 




Respiration & anaesthesiology 
equipment 

100 „ j 

1 


4. 

29-9-1970 

GLS Lamps 

T.L. Lamps 

9 million (addl.) 

• 2-25 min. Kalwa 

(Addl) 

5 million GLS 
and 1 million 
TL per annum 
for export. 

5. 

21-8-1972 

Diamond Drawing Dies 

5,000 Nos. Kalwa 
(after expansion) 


6. 

30-8-1972 

Tungsten Coils 

Molybdenum 

Wire 

150 million 

(after expansion) ICalwa 

5,700 Kgs. 

Rejected 

(1-2-1974) Appe¬ 
al made on 
6-3-74. 




(after expansion) 


7. 

12-9-1972 

Record Player 

95,000 Nos. 

Calcutta 

Rejected 




vaiier 

(iU-o-/4) Appeal 
made on 29-9-74. 

8. 

10-4-1974 

Carbon Resistors 

90 million 

Loni 

(Poona) 

75 % export 

9. 

10-6-1974 

Radio Receivers 

300,000 Nos Calcutta 

(after expansion) 


10. 

17-6-1974 

Voltage Level Indicators 

1-5 rail'ion 

Loni 

(Poona) 

103% export 

11. 

1-7-1974 

Intercommunication apparatus 

12,000 Nos 

Pimpri 

90% export 

12. 

11-7-1974 

Loud Speakers 

2 million 

(Loni) 

(Poona) 

100% export 

13. 

12-8-1974 

Electronic Trainers 

500 sets 

Pimpri 



1-19 It appears that PIL had also submitted a seven year development plan to Government 
in March 1973, The idea apparently was that the various expansion proposals of PIL in different 
lines—consumer or entertainment electronics, professional electronics and components—should 
all be considered together so as to examine whether an overall package which should be beneficial to 
the country could be approved. It appears that this approach was not pursued by Govt, and 
PIL has been asked to submit individual item-wise applications for its expansion projects. The data 
given above about the applications rejected as well as t^ expansion proposals could give an indication 
of the kind of expansion that PIL has in view. 

1-20 The actual increases in capacities achieved by PIL ki certain key items in recent years 
will be indicated by the data given in the following table. 
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TABLE 8 


Increases in capacities of different items produced by PIL 


Name of the product 

Unit 

Year 

Capacities 

7oOf 

Remarks 



after 

increase 




expansion 



1 

2 

3 

4 

5 

6 

Electromc components • 

‘000’ 

1960 

26,546 

100 



1969 

88,172 

232 




1971 

100,572 

379 


Lamps .... 

‘000’ 

1960 

5,000 

100 



1965 

8,000 

160 




1966 

9,500 

190 




1973 

10,500 

210 


Glass Tubing 

Tons 

1966 

1,500 

100 



1971 

3,600 

240 


Burners .... 

‘000’ 

1960 

120 

100 




1973 

150 

125 


Radio sets .... 

‘000’ 

1952 

24 

100 




1955 

48 

200 




1956 

72 

300 




1961 

108 

450 




1967 

140 

583 




1968 

390 

1,625 




1970 

760 

3,166 


Electronic measuring instruments 

Nos 

1960 

5,690 

IOC 



1965 

6,100 

10' 




1970 

17,100 

301 


Electro-medical apparatus 

Nos 

1960 

1,450 

100 

Capacity had de- 


1962 

11,650 

803 

dined in 1971 when 



1971 

10,815 

746 

compared to 1962 
figures. 


Source: The applicant Company. 

Foreign collaborations 

1-21 PIL has entered into collaboration agreements with its parent company, viz. Philips 
(Holland ) for many items currently under manufacture. The agreements usually provide for a lumpsum 
payment as well as a technical service fee based on the net turnover in the concerned items. 

1-22 In some of the agreements of the following clause is to be foimd: 

“The company undertakes both during the continuance of this agreement and thereafter not 
to copy the machinery, tools and instruments or any parts thereof supplied by Philips or any 
subsi^ary of Philips to the Company or to cause or permit the same to be copied and not to 
prepare drawings of such machineryj tools and instruments or parts thereof nor to cause or 
permit the same to be prepared.” 

It would thus be seen that the technical information obtained about plant and machiney does not 
belong to the Indian company even after the agreement has been in operation for a long period and the 
plant has been operated for a similar period in India. 

Research and Development 

1 -23 According to the information furnished by PIL in writing, it has five electronic/electrical 
Research and Development Laboratories and one Chemical Research Laboratory. These research 
laboratories are;— 

1. Electronic Components Development Laboratory. 

2. Electronic Instruments Development Laboratory. 
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3. Electroacoustic Development Laboratory. 

4. Radio Development Laboratory. 

5. Record Playing Equipment Laboratory. 

6. Chemical and Material Laboratory. 

1- 24 The representatives of PIL had mentioned at the public hearing that for its R&D faci¬ 
lities, PIL has incurred a capital expenditure of Rs. 143 lakhs. The current expenses on R&D in 
the years 1969-1973 were as under.— 


TABLE 9 


Expenditure on R & D 


Year 

Expenditure (Rs. Lakhs) 

Percentage of total turnover 

1969 

54-8 

1-7 

1970 

52-4 

1-4 

1971 

62-0 

1-3 

1972 

71-6 

1-5 

1973 

88-1 

1-7 


It was stated at the public hearing that at present an annual expenditure of Rs. 100 lakhs is being 
incurred. In all, 353 employees are employed in the R&D Department, their break-up b.ing as 
follows: 


Doctorates 

4 


Post Graduates 

72 


Graduate Engineers 

23 


Diploma holders • 

185 


General staff 

69 


353 


1-25 PIL has pointed out that as an industrial organisation, their R&D activity has been 
necessarily market and product oriented. The R&D facilities were mainly established in the decade 
1960 to 1970. At that time the Government laid mmch emphasis on import substitution through the 
creation of an industrial base in the country. In response to the Govenunent’s wishes, PIL has 
stated that it focussed its attention on replacement of imports of both components and materials by 
local manufacture. This required considerable adaptation of products and processes sometimes 
amounting almost to full scale re-development. 


1.26 In view cf this approach, PIL’s R&D activities have been concentrated on engineering 
and can be sub-divided as follows; 

“(a) Import substitution of (i) Materials and chemicals (ii) components and piece parts. 

(b) Development, improvements and adaptations of manufacturing process, both mechanical 
and electrical; also including introduction of quality control system, cost reduction, 
eflSciency improvement and value engineering. 

(c) Development of new products.” 

The R&D activities cover in particular the following article group: 

“Electronic components, electronic test and measuring instruments, electrotrans-receivers, 
radios, record players, lighting fittings and accessories.” 


1-27 Detailed information provided by PIL regarding the achievements of R&D in different 
laboratories confirm that the R&D effort up to now has largely been focussed on import substitution 
and adaptation of product designs to suit locally available materials and components. At the 
public hearing PIL’s representatives pointed out that a few full scale innovations have been achieved 
by their R&D, one example being that of improved tuning indicators which up to now were being 
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produced mainly in Japan and were not being produced by any Philips organisation in the world 
It has been claimed that, as a result of R&D, the expenditure on imported materials as a proportion 
of its total output has declined from 24% in 1960 to 4 per cent in 1973. 

Quality Control 

1-28 PIL claims to have established quality control department in each of its manufacturing 
units. In its own words, the tasks of the quality control departments are: 

“(1) An organisation of quality control including the formulation of the aim of all efforts 
concerned with quality. 

(2) A programme for the product stages—market research development, production, distri¬ 
bution service. 

(3) Procedure and dociunents for each of these stages, for example procedure for release 
of production—rules for preparation of product specifications, rules for recording 
of test results. 

(4) A programme of quality assurance measures for example inspection of incoming materials 
and parts, inspection during the production process, foal inspection of finished products, 

(5) Test methods for all stages, based on international basic standards and standard pro¬ 
cedures. 

(6) Test equipments. 

(7) Rules for interpretation of test results and feed back.” 

1-29 It has been stated that PIL has incorporated various quality checks in the scheme of its 
production line. The proc^ure is comprehensive and involves quality checking of purchase of 
materials, processing of manufacture of goods and marketing. The materials purchased are sample 
checked as per batch purchases to avoid use of inferior material in the end product. The process 
control is the joint task of the Assembly Department and the Quality Control Department. The 
responsibilities of the former are to assess regularly the manufacturing quality, to collect informa¬ 
tion on the extent and nature of faults, to analyse the faults and to improve the quality. The Quality 
^ntrol Department checks the assemblies and sub-assemblies and it is particularly responsible for 
tests like “customers test and mechanical check” and “technical check according to test instruments.” 
The Department prepares weekly reports to know the quality trend of the outgoing products to enable 
corrective measures to be taken. 

1-30 PIL has equipment worth Rs. 40*0 lakhs for quality control and has a special cadre of 
94 persons for this work. 

Aacilbury Indastries 

1'31 PIL has stated that it has been its industrial philosophy to encourage the development 
and growth of ancillary industries. As many parts and components as can be manufacture by 
ancillary imits to the quality requirements laid down by PIL are said to be fanned out. Only when 
either because of quality considerations or because of technical considerations a part or sub-assembly 
has to be produced in PIL’s own factory is such manufacture undertaken. Considerable experience 
has been built up of closely working with ancillary units and assisting them in producing comjmnents 
of the required quality. PIL has claimed that in 1973 it purchased materials worth Rs. 7*5 crores 
from about 2,000 ancillary units. This comes to about l/7th of the total turnover of PIL during 
that period. The value of items purchased from ancillary industries constitutes about 1/3rd of the 
total vdue of materials purchased by PIL. 

Exports 

1-32 In recent years, PIL has undertaken exports of some of the items produced by it. The 
total value of its exports has been as follows during the last five years: 

TABLE 10 


1969 

1970 

1971 

1972 

1973 


Rs./Lakhs 

74 

106 

54 

105 

112 


Exports by PIL 








1’33 At the public hearing it was indicated on behalf of the Company that it expects to 
export products of the value of Rs. 300 lakhs during 1974, out of which exports worth Rs. 200 lakhs 
have actually been effected till the end of August, 1974. It has been claimed by PIL that these exports 
have been on a voluntary basis except in the case of welding electrodes in which case a condition 
had.been put by Government that 10% of the annual output should be exported. As a matter of fact, 
PIL has been xmable to fulfil this particular obligation on account of what they call unfavourable 
international market conditions. They have, however, exported other items like flourescent lamps, 
radio sets, starters, loudspeakers and potentiometers. In terms of value the biggest items are radio 
sets and kits, and valves and transistors. Except for starter components 100% of whose output is 
exported, the proportion of total output of any of the items exported is not very large except in the 
case of components like resistors (39%) and starters (20%), Of the total exports effected by PIL 
m 1973, exports made to the parent company in Holland are about 21 %, exports maHp to Singapore 
(probably an associate company) amount to 17% and exports made under rupee trade agreements 
amotmt to about 24%. Hiilips as a whole has apparently not made India major base fot any 
electric or electronic items for satisfying the demands in regional or world markets. 

1-34 One important feature of the exports made by PIL is that in most of the items exports 
are being made at much loss. Except in one or two items the loss as compared to the ex-factory cost 
appwrs to be significant and it is found to be even larger if the total cost of production of the itmes is 
considered. Only in a few items—constituting a small value of exports—is the loss as compared 
to cost lower than 20%; in some other small and not so small items the loss exceeds 50%; and even 
in items that constitute a large proportion of the total PIL exports, the loss varies from 30% to 50% 
of the production cost. Taking all the exported items together*, it is found that the F.O.B. realisation 
is significantly lower than the cost of production, the loss on exports increasing with increase in exports 
(see Table 11). - 


TABLE 11 



Statement showing cost of purchasing one U.S. Dollar from the exports made during 1971 to 1973 by 

PIL 
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1-35 It would thus be seen from the above table that the shadow value of foreign exchange 
at which PIL exported has been Rs. 8'33, Rs. 9-07 and Rs. 11-72 per US Dollar in 1971, 1972 and 
1973 if only direct costs are taken into account and Rs. 10-14, Rs. 10-35 and Rs. 13 -46, if indirect 
costs are also included. The specially noticeable feature of this calculation is that as PIL has 
increased its exports, the benefit from exports has become more questionable. 


TABLE 12 


Foreign Exchange realisation from exports by PIL 





(Rs. in 

lakhs) 



1971 

1972 

1973 

1. 

FOB value of exports. 

54-0 

105 

112 

2. 

Import content in this (CIF). 

1-6 

4-2 

4-1 

3. 

Technical Assistance fees (exported items) 

0-5 

1-2 

0-4 

4. 

Commission ....... 

3-9 

6-7 

8-6 

5. 

Total foreign exchange outgo (2:1:3+4) .... 

* 6-0 

12-1 

13*1 

6. 

Net realisations in foreign exchange from exports (1—5) 

48 

93 

99 


Source'. The applicant Company. 

1-36 It will be seen from the above table that the net realisation in foreign exchange from 
exports is further reduced as a result of the import contents and other outgoings in foreign exchange. 
When we take note of the fact that remittances on foreign equity are quite large, it will be seen that the 
net effect of PIL's operations including exports is unfavourable in terms of accretion of foreign exch¬ 
ange to the country. In this context, it is also appropriate to note that as against such exports of 
somewhat doubtful value, PIL under the existing rules becomes entitled to import licences for raw 
material imports of a-significant value. 

Overall Effect of PIL’s Operations in India 

1-37 It has already been indicated above that PIL was incorporated in India in 1930 as a 
private limited company. It was converted into a public company in 1957. Information about the 
financial results of PIL’s operations in India, to the extent it was made available by PIL, will be 
indicated by tables 13 and 14. 


TABLE 13 


Acquisition of shares in PIL by Philips, Holland 

(Rs. lakhs) 






Upto 

1956 

After 

1956 

Total 

1. 

Share capital acquired for cash 

• 

• 

10-00 

159-40 

169-40 

2. 

Share premium paid .... 

• 

• 

• 

80-10 

80-10 

3. 

Total 



10-00 

239-50 

249-50 

4. 

Bonus shares received so far • 

- 

• 

• 

238-00 

238-00 

5. 

Total share capital held by Philips Holland 

• 

• 

10-00 

397-40 

407-40 
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TABLE 14 


Returns receivea by Philips {Holland) from PIL 

(Rs. lakhs) 


Period 


GROSS 


NET (after payment of tax) 

Dividents 

Tech. 

Assistance 

Fees 

Royalties 

Total 

Dividends 

Tech. Royalties 
Assistance 

Fees 

1 

2 

3 

4 

5 

6 

. 7 . 

8 

1939 to 1952 

56-75 

3-65 

1-55 

61-95 

43-22 

NA 

NA 

1953 to 1956 

12-00 

13-04 

4.95 

29-99 

NA 

NA 

NA 

Total 

68-75 

16-69 

6-50 

91-94 




1957 to 1959 

40-63 

Included 

29-74 

70-37 

NA 

NA 

NA 



in royalty 






1960 to 1972 

585-08 

14-57 

238-33 

837-98 

447-78 

8-19 

217-48 

1973 ■ 

94-24 



94-24 

72-98 

NA 

NA 

Total 

719-95 

14-57 

268-07 

1002-59 




Grand Total 

788-70 

31-26 

274-57 

1094-53 




Remittances awaiting RBI clearance. 









69-44 





Source; The applicant Company. 


1*38 These tables will show that upto 1956 Philips (Holland) contributed Rs. 10 lakhs by 
way of share capital to the PIL. In the period between 1938 to 1956* it obtained a gross amount 
of over Rs. 68 lakhs by way of dividends, over Rs. 16 lakhs by way of technical fees and Rs. 6-50 
lakhs by way of royalties. In the period between 1957 to 1974, Philips (Holland) provided Rs. 159 
lakhs by way of share capital and Rs. 80 lakhs by way of share premium in addition to the original 
Rs. 10 lakhs. On this share capital of Rs. 169 lakhs it received bonus shares of the face value of 
Rs. 238 lakhs. In the period between 1957 and 1974 it received by way of dividends a gross amount 
of Rs. 720 lakhs, technical assistance fees of Rs. 15 lakhs and royalties of Rs. 268 lakhs. Complete 
information is not available regarding the nett amounts received by Philips (Holland) on its invest¬ 
ment in PIL. But it is obvious that its capital contribution has bwn repaid three times over even 
if we take into account only dividends remitted abroad. It may also be noted that PIL having been 
a profitable operation, large reserves have been built up and the proposal for a further bonus 
issue at a rate of 1 : 1 is under consideration. 

1-39 The Company’s reserves as at the end of Slst December, 1973 stand at Rs. 1449 lakhs. 
These have been accumulated in addition to fairly high dividends declared on equity capital as can 
be seen from the Table below :— 


TABLE 15 

Dividends declared by PIL during the last ten years 


1964 to 1966 

1967 • 

1968 • 

1969 • 

1970 • 

1971 to 1973 


• 18 % 

• 19 % 

• 20 % 

• 23% 

• 20 % 
• 24% 


•Information for the period upto 1937 has not been supplied by PIL. 
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1*40 The high rate of profitability enjoyed by the Company could be seen from the data 
given below for the last five years. 


TABLE 16 


Profitability of PTL during the last five years 


(Rs. lakhs) 



1969 

1970 

1971 

1972 

1973 

Sales* .... 

2798-11 

3485-71 

4275-89 

4480-79 

4645-20 

Cost of sales • • 

2208-66 

2755-37 

3041-11 

3348-40 

3620-24 

Gross Profit .... 

589-45 

730-34 

1234-78 

1132-39 

1024-96 

Gross profit as percentage of: 

Sales. 

21-1 

12-0 

28-9 

25-3 

22-1 

Cost of sales .... 

26-7 

26-5 

40-6 

33-8 

28-3 

Average capital employed 


39-8 

65-0 

60-0 

46-0 


•Excluding excise duties. 


CHAPTER II 

THE APPUCANT’S CASE 

Capacity 

2*01 The present proposal of PIL is for the establishment of a new undertaking for the 
manufacture of; 

(a) Cardiac Monitoring Equipment and Accessories ..... 200 sets 

(b) Patient Monitoring Equipment and Accessories.100 sets 

(c) Cardio, Physiotherapy Equipment and Accessories.100 sets 

(d) Respiration and Anaesthesiology Equipment and Accessories ' * * 100 sets 


2-02 The detailed lists of products falling under each of the above groups and the number 
of such instruments going into each group based on representative combinations of modules have 
been stated as follows. 


TABLE 17 


Proposed Programme of Manufacture No. of units during 

4th year of production 

1 2 

A. Cardiac Monitoring equipment and Accessories 
Beside Equipment 

ECG Module • .. 135 

ECG/Peripheral pulse. 50 

Premature QRS (Arrhythmia). 50 

Widened QRS (Arrhythmia). 50 

Counter. 25 
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TABLE~17-Co«rrf. 

No. of units during 4th year of production 


1 

Single-channel non-fading cardioscope 

Two-channel non-fading cardioscope 

Single meter module 

Dual meter module 

A/V Blook Pressure module • 

Venous Blood Pressure module 

Pulse deficit. 

Elapsed time . • 

Central Station 
4-channel Cardioscope ■ 

6-channel static parameter display • 
Alarm recorder .... 
Dual meter module (slave meter) 

Single meter module (slave meter) • 


2 

100 

65 

100 

65 

50 

15 

25 

25 

30 

10 

30 

50 

20 


Accessories 

Electrodes 

Peripheral Pulse Transducers 
Blood Pressure Transducers 
Junction/pick-up boxes 
Pick-up and interconnection cables 
Mechanical accessories etc. 

B. Patient Monitoring Equipment and Accessories 
Bedside Equipment 


ECO modules. 10 

ECG/Peripheral pulse. 75 

Respiration, adult • ... 25 

Temperature. 25 

Temperature difference. 25 

Blood pressure venous • 35 

Respiration, Paediatric. 25 

Single channel non-fading scope. 50 

Two channel non-fading scope. 35 

Single meter module. 35 

Dual meter module. 25 

Delay module • .. 25 

6-channel static parameter display •••.••.. 15 

Central Station 

‘^.-channel cardioscope. 10 

Alarm recorder. 10 

2-meter module. 60 

1-meter module. 20 


Accessories 
Respiration Pick-up 
Temperature Pick-up 
Mechanical accessories etc. 
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TABLE-^17-Co/7cW. 

C. Cardio-Physiotherapy Equipment & Accessories 
Cardiac resuscitation unit: 

With: 

Sync, defibrillator 
Cardioscope 

Pacemaker (cxternal/internal) 

Alarm Recorder 

Mobile cardiac resuscitation unit 
With 

Portable defibrillator/ 

Cardioscope 
ECG recorder 
Pacemaker (external) 

Shortwave Diathermy unit 
Microwave Diathermy unit 
Muscle Stimulator 

D. Respiration & Anaesthesiology Equipment .100 sets 

Time Cycled/Minute Volume respirator 

Time Cycled/Tidal volume respirator 

Humidifier 

Compressor 

Trolley 

Volume Monitor 
Pressure Monitor 
Sigh Unit 

Positive End Expiratory Pressure Unit 

The Capacities aie proposed on a one-shift basis. 

Gestation Period 

f n r proposes to start production within 15 to 18 months from the date of completion 

o a 1 lormalities, including obtaining the import licences for capital equipment, assemblies and 
suD-assemblies. The manufacturing programme will be phased over a period of four years as 


No. of units during 4th year of productio 

75 sets 

.25 sets 


TABLE 18 

Phased Manufacturing Programme 



1st year 

2nd year 

3rd year 

4th year 

Cardiac Monitoring Equipment • 

100 

150 

200 

200 

Patient Monitoring Equipment • 

50 

75 

100 

100 

Cardio Physiotheraphy Equipment 


20 

50 

100 

Respiiation & Anaesthesiology 


20 

50 

100 

Annual Turnover (Rs. lakhs) 

26 

40 

60 

75 
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2 1 04 It has thus been indicated that a beginning will only be made with the two types of 
Monitoring Equipments; the other two types of the equipment will be taken up only in the second 
year. The annual turnover, when full production on a one shift basis is reached at the end of the 
4th year, is expected to be Rs. 75 lakhs. It was explained by the representatives of the applicant 
company at the public hearing that the prices assumed for all calculations are in terms of those pre¬ 
valent m 1970 when the related application under the Industries (Development & Regulation) Act 
was made. 


Employment Potential 

2’05 PIL has stated that the new unit will generate additional opportunities for 95 persons 
when the capacity applied for is fully installed. The break-up of the additional jobs is stated as 
follows :— 


(a) Managerial • 

1 


(b) Supervisory 



(i) Technical 

2 


(ii) Non-Tech. 

4 

6 

(c) Clerical 

. 

8 

(d) (i) Skilled • 

• 30 


(ii) Semi-skilled • 

• 26 


(iii) Un-skilled 

10 

66 

(e) Other categories 

. 

. 14 


Total . 95 

Location —_ 

2.06 The new undertaking is proposed to be established in the existing factory complex at 
Poona. PIL already has a factory for the manufacture of wireless receiving sets and electronic 
components at Poona. On account of organisational and economic reasons, PIL has proposed 
that the production of MEE be developed along with the existing electronic equipment complex. 
This will reduce the required investment in specialised equipment for production and testing. In 
addition PIL will be able to use the existing premises and managerial facilities. The investment 
in new employees will be comparatively small in the joint set up. PIL has a well established electronic 
base in Poona, an excellent tool room, testing centre, development laboratory and other facilities. 
All this is expected to help in enabling the proposed project to be viable and efficient. 

Raw Materials 

2.07 The value of total requirements of raw materials over a period of four years is estimated 
at Rs. 122 lakhs. The import content, which would be 35% in the first year, is expected to be brought 
down to 15% at the end of the fourth year. The total value of imported items for the first four-year 
period is estimated at Rs. 37 lakhs. 

2.08 In support of the proposed import content of the raw material and component require¬ 
ments in the initial years and also the continued import at about 15% in the subsequent years, the 
applicant company has pointed out that “in view of the critical nature of the application, a number 
of reliable parts and components have to be imported in the initial stages. It is estimated that during 
the course of the first four years PIL will be in a position to develop a number of indigenous sources 
for the supply of these precision and high-reliability components to substitute imports.” PIL has 
further emphasised, “the use of the state-of-the-art technology, the aim to incorporate latest develop¬ 
ments in the programme and the high standards of safety and reliability would obviously necessitate 
recurring imports.” The prime consideration being safety and reliability, only phased import subs¬ 
titution programme is thought to be appropriate. 

2.09 Imports would be restricted to (i) specialised materials which are locally unavailable 
such as stainless steel alloys, autoclavable plastics and rubber and (ii) special components “which 
cannot be manufactured or procured locally due to the capital intensive sophisticated manufacturing 
techniques involved, coupled with low demands, “e.g. special integrated circuit, C.R.T.S., bases 
and deflection units etc. The applicant company has further pointed out that all imports are subject 
to full scrutiny by the concerned Government agencies, such as the DGTD and the CCI&E. 

27—7 M of LJ & CA/ND/79 
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2.10 It was further pointed out that PIL is manufacturing quite a variety of measuring and 
other advanced types of instruments. PIL has claimed that it has the lowest import content so far 
as these are concerned. If the past performance of PIL in the import behaviour is considered, it 
should be obvious that it is not PIL’s intention to import anything beyond what is necessary. 

2.11 On account of its import substitution activities, PIL has largely reduced the import 
content in its manufacturing activities. From an import content in 1960 of 24.0% in its total pro¬ 
duction, it has been reduced to 4.6% in 1973. 

2.12 In keeping with its policy of reducing the import content in every area of its manu¬ 
facturing activity. PIL set up the following factories to manufacture some of the items for which 
they hithertofore depended on imports; 


TABLE 19 

Name of the product year Remarks 


1. Glass shells .... 1965 

2. Tungsten Coil Molybdenum wire 1964 

Eyelet wire. 

3. Lead glass tubing • • • 1996 

4. Fluorescent Powder • • • 1966 

5. Burners for gas discharge lamps • 1963 

6. Condensers' • • • • • 1964 

7. Carbon Resisters • • • • 1996 

8 . Trans-receivers .... 1965 


These were imported directly by PIL or 
others. PIL has been progressively inte¬ 
grating and presently import the raw material 
in the form of rods. These are supplied to 
other manufacturers in India. 

This was being imported. PIL started 
manufacture for captive consumption and 
for supplies to other lamp manufacturers. 

This was formerly imported. 

These were formerly imported. At first 
PIL took up production of SOW and 125W 
burners and progressively developed burners 
for 700 W and 1000 W high pressure mercury 
vapour lamps. 

The technique of manufacture as deployed 
by PIL is different then the one used in 1960. 

Formerly imported. PIL started production 
in 1966 and reduced import content to less 
than 1 %. 

Production was started in 1965 with im¬ 
ported kits. The present import content 
has been reduced to 10 %. 


2-13 Another important feature of the import substitution effort claimed by PIL is that 
many parts and component.;, for which various manufacturers hitherto depended upon imports, are 
being supplied by PIL to them after meeting its own captive requirements. 

2" 14 PIL has further elaborated its special emphasis on this aspect by giving data about the 
declining percentage of import content in the different end-products as follows : 


TABLE 20 

Import content in relation to ex-factory prices of selected products 


Name of the item 

Import content as percentage of ex-factory 
price (estimated) 


1967 

1972 

(1) 

(2) 

(3) 

1. Radio Sets. 

3-8 

2-0 

2. Polyester capacitors 

16-5 

15-2 
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TABLE IQ—Contd. 



(1) 


(2) 

(3) 

3. 

Ceramic Capacitors 


2-5 

0-5 

4. 

Munielcos 


11-0 

2-5 

5. 

Potentiometers 


6-0 

2-5 

6 . 

Carbon resistors 


3-8 

0-1 

7. 

Foil varcos 


45-8 

3-5 

8 . 

Foil trimmers • 


40-2 

1-2 

9. 

Loudspeakers • 


2-8 

0-5 

10 . 

GLS Lamps • 


6-5 

6-1 

11 . 

Flourescent Lamps 


7-5 

6-4 

12 . 

Fluorescent powder 

. 

43-9 

11-5 

Source:—The applicant Company. 


Integration 

2' 15 It has been pointed out that the composition of the programme would make it necessary 
that production of a complete system will have to be taken up at one time. Therefore the production 
of several items will have to commence simultaneously. Certain limitations that would have to be 
kept in view would be : 

(a) electric and electronic components are available only in a limited assortment; 

(b) for incorporating locvlly available coitioononts, redesigning aid partial engineering of 
equipment will be necessary, at the same time ensuring that the basic concepts of the 
apparatus are not impaired; this will take time; 

(c) mechanical parts cannot be imported and will have mostly to be procured from third 
parties through sub-contracting. 

2-16 Therefore the stages of integration will have to be such that, in the first stage, production 
will be based on import of complete printed circuit boards and special electric and electronic compo¬ 
nents. Only non-importable parts or items will be of local origin. This will be gradually changed, 
starting initially with local assembling of prints and some mechanical redesigning finally adapting 
the design to locally available materials and components, thus reducing impoit content from 35% 
to 15 %. A well equipped and manned R & D division will have to be set up right from the beginning 
to absorb all the technology and to involve itself in all the work connected with import substitution 
in th’ initial phase. The division will also later look after the up-gradation of the equipment to re¬ 
flect the Company’s experience in the Indian market and the application of the proposed equipment 
in India. 

Import of Technical Know-how 

2-17 It has been pointed out by the applicant Company that, as in other areas of industrial 
activities, PIL proposes to introduce in medical electronics the latest technology available in the world 
and also ensure that any further advances in technology will also be integrated on a continuing bas's. 
This is said to be of special importance m the field of electronics in view of the rapid developments 
that have been taking place there. The past decade has seen the emergence of the new technology 
of integrated circuits and the techniques of logic circuitry used in computers. The memory system 
based on the latter has completely altered the techniques of information storage. Medical electronic 
equipment of latest type uses a judicious combination of the older analogue techniques and the new 
logic or digital circuits, using integrated circuit technology throughout to ensure a high level of 
sophistication while maintaining reliability and simplicity of operation. The circuit design would 
also incorporate provisions tor future interfacing with computers or possible incorporation of m'cro 
processors. 

2-18 PIL has pointed out that its experts have studied the designs that are available in the 
country for medical electronic equipments and have found that they are not the best and most upto 
date as compared to the state-of-the-art prevalent in the world today. The designs are not based 
on a systems approach and do not incorporate the necessary safety features. They also do not have 








408 


advanced features such as digital signal processing techniques, versatile digital memory system, 
digital display of static parameters, special noise reduction technique, non-fading displays, and the 
possibility of interfacing with computers at a not too distant future. 

2-19 It has been claimed that it is only if technical know-how as available with Philips 
(Holland) is permitted to be imported will it be possible to produce equipment in India based on 
up-to-date technology. PIL therefore has proposed that medical electronic equipment will be manu¬ 
factured by it on the basis of a collaboration agreement with Philips (Holland). The terms indicated 
are that a payment of Rs. 7-50 lakhs (equivalent to HFL 2- 50 lakhs) net of Indian taxes will be made 
for obtaining drawings etc., and a technical fee at 5% of the net turnover of the products manufac¬ 
tured under the know-how agreement will be paid for 10 years. The latter amount will be subject 
to Indian taxes. 

2-20 PIL has claimed that Philips (Holland) was one of the pioneers in the development of 
X-ray equipment and at present it occupies a leading position in that field. It was also claimed that 
many major developments have been made by Philips Laboratories in the field of medical electronics 
and that Philips (Holland) is one of the topmost organisations in the field of medical electronics 
in terms of technology though not perhaps in terms of turnover. As manufacturing facilities in 
this and related fields are spread over a number of countries, there is an extensive exchange of expertise 
and experience, and PIL would thus obtain advantage of all the best techniques and experience on 
a continuing basis. 

Ancillaries’ Growth 

2-21 PIL has also claimed that it has had an excellent record of helping ancillary industries 
in the past. Along the same lines, it would assist ancillary units to take up the production of various 
components and sub-assemblies regarding the proposed new equipment also. As in the past, it 
will help ancillaries—some 15 or 20 units—to develop production of quality products which would 
satisfy the highest standards as required by PIL. This would be the appropriate role of ancillary 
small scale units and PIL’s project would help the further development of such industries. 

Special Features 

Requirements of M.E. Equipments 

2-22 Because these equipments are used for patients who are critically ill, certain special 
requirements arise. The patients are generally immobile, specially those under cardiac or intensive 
care, and they are many times unconscious or helpless. Their vital body functions have to be moni¬ 
tored round the clock. Any abnormality has to be immediately detected, notified and recorded. 
Respiratory apparatus similarly makes all the difference between life and dealth for patients who 
are put under its use. Emergencies in the case of these patients are frequent and medical personnel 
who use the equipmems have little time to spare. Moreover medical personnel like doctors and 
nurses who use the equipment are not experts in electronics. 

2- 23 These peculiar features of the circumstances in which MEE is used have to be in mind. 
Equipment has to have reliable “fail-safe” devices and still it should be simple to operate and interpret. 
PIL has claimed that the equipment proposed to be manufactured by it would incorporate the best 
technique known at present to ensure meeting these very special requirements. The system will 
provide for non-fading displays of events that occurred seconds, minutes or even hours before the 
doctor can visit the patient. Digital Memory will ensure that “valuable information that would have 
gone unnoticed, unrecorded otherwise (would be) thus retrieved much to the benefit of the medical 
specialists and patients.” 

Modular ConstructioB 

2-24 PIL has emphasised that the proposed equipment will be built on the ‘modular’ principle. 
This will provide greater flexibility in setting up a system where individual modules can be easily 
attached or detached to suit a specific medical need. The designs of various equipments will be such 
as to ensure that various modules are compatible with each other—electrically and mechanically. 
Premature obsolescence of equipment will be avoided as modular construction will make it possible 
to expand the system at will so that newer modules can be introduced as technology progresses. 

It is claimed that PIL’s modular system is designed to meet the following specifications : 

(i) All signal processing modules are mechanically compatible with each other and can be 
easily pulled out of the “main frame” or plugged in, without the use of special tools. 
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(ii) All signal exchanges are made at standard voltage level. 

(iii) Irrespective of where a module is placed in a cabinet, its input/output are always connected 
to the correct channels, i.e. ECG to ECG, Despiration to Respiration, etc. 

(iv) Printed circuit boards containing “active” electronic components are always connected 
through P.C. board sockets, so that they can be quickly exchanged. 

(v) Adjustments of each P.C. board are independent of other boards. 

In the event of a failure, the advantage is that the hospital technician himself would be able 
to render “first aid” service, by locating the faulty module and isolating it. In case a spare one or 
one which can execute a similar function is available in stock or at any other bedside, he can himself 
commission the unit by replacing the spare module. Modular construction always facilitates quick 
and easy servicing of the equipment. 

Reliability 

2-25 As mentioned above, reliability of MEE is of great importance as it is used on critically 
ill patients. It the equipment goes out of order frequently and, when out of order, cannot be quickly 
serviced and put back into use it is likely to create hazards to precious lives. It is also important 
that the measurements and their display are accurate because wrong measurements or inaccurate 
display or record may mislead the medical personnel. The applicant company has claimed that 
the equipment proposed to be manufactured by it will have a high degree of reliability and this will 
be achieved through the following factors : 

(a) Optimum choice of components and materials to work under widely varying environ¬ 
mental factors. 

(b) Dependable construction practices like plated through holes in printed circuit boards. 

(c) Fail safe design techniques with redundancy where essential. 

(d) Systems design to eliminate mutual interference during simultaneous operation of many 
equipments. 

(e) Modular construction to permit quick interchange in case of failure. 

2-26 Quality control has been a special feature of PIL’s production organisation. As 
mentioned earlier, much care has been taken by PIL to build up a high level quality control organi¬ 
sation with well-equipped staff and proper equipment and laboratories. PIL has claimed 

“Each component from the simplest to the complex is, separately and in combination with 
associated parts, subjected to a series of stringent tests. Climatic conditions, temperatur,„ 
shocks, humidity cycling, vibration, humps, are all parts of the whole series of tests and evalua¬ 
tions for the components, sub-assemblies, assemblies and complete equipment.” 

This well established tradition will obviously, it is claimed, be of great importance in the 
proposed line of production. 

Safety 

2-27 It has already been pointed out that because MEE is usually used on critically ill patients, 
safety is of paramount importance. The patient may not sometimes be in a position to point out 
that something is going wrong. At the same time, it is also necessary to ensure maximum safety 
for the medical personnel who use the equipment on patients. Moreover, because not only one but 
multiple-equipments may be used on the same patient, it is necessary to make sure that different 
equipments together do not create lack of safety. The International Electro-Technical Commission’s 
Draft Standards have specified that the electrical “leakage currents” of medical electronic equipment, 
to be used intracorporally, should be held below 10 microamperes under normal conditions and 50 
microamperes under “single fault” conditions. 

2-28 PIL has claimed that its proposed equipment meets these requirements fully Envisaging 
the use of more than one equipment on a patient simultaneously, leakage current levels of individual 
equipment will be held below a level of 0 -1 microamperes under normal conditions and 2-0 micro¬ 
amperes under ‘single fault’ conditions. This is achieved in the Philips design through : 

“ — use of floating amplifiers in the input; 

— selecting special insulating materials that withstand high voltages under severe humidity 
conditions; 
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— use of short patient cables to keep ‘screen to earth capacitance’ within specified limits.” 

Operational safety of the equipment will be ensured through : 

— Ergonomic design of panels and controls thus avoiding accidental errors in operation 
of the equipment and/or in the interpretation of displayed results—(particularly important 
during emergencies). 

— Use of sterilisable parts (e.g. modules in Respirator) to avoid cross-infection. 

— Special surface treatment of parts to make them resistant to most chemicals and liquids 
used in the medical environment and to the growth of fungi and bacteria.” 

Servicing 

2-29 It is claimed that Philips enjoy a world wide recognition for their products not only 
because of the high quality that they maintain but also because of the service that is provided to the 
customers. This is specially important in equipments such as the MEE where the users have to be 
instructed properly to use the equipment in the best possible manner. 

2-30 For these reasons, a producer of MEE cannot take the view that this job is over if he 
produces a reliable equipment and sells it. A pre-sabs service may be required so as to ensure 
that the hospital which wants to inital such equipment is properly organised for the best utilisation 
of that equipment. The needs of the hospital as well as its resources will have to be taken into account 
so as to prepare a tailormade design for the equipment to be made available to it. Advice on how 
the intensive care unit, for exi mple, should organise its physical organisation and electric installations 
will have to be indicated so as to ensure the best use of the equipment and its safe operation. Instru¬ 
ments have to be so designed as to take care of future additions—both physical and technological. 
When installing the equipment, care has to bo taken to ensure that proper facilities for appropriate 
operation of the equipment are created. The fact that medical personnal, not fully or sufficiently 
acquainted with electrical applications, will be using the equipment has to course to be taken into 
account in designing the equipment. Further, when introducing new equipment for use, proper 
training of doctors, nurses and other staff has to be organised. Refresher programmes for these 
personnel may also be necessary at intervals as there is considerable turnover, specially of nursing 
and other staff, in many hospitals. Aftersales service of course constitutes a very important part 
of servicing arrangements. As mentioned earlier, the modular system adopted in the design would 
facilitate speedy servicing. Good servicing also involves identifying the right spares to be stocked 
and to make proper arrangements regarding service personnel and inventories. Though redundancy 
is built in the design of good MEE, every break-down has to be treated as an emergency and repairs 
speedily carried out in order to ensure uninterrupted use of the equipment. The applicant Company 
has claimed that its long experience of servicing various important products in India and the experience 
of its associates and parent company abroad will be of invaluable use in making the necessary servicing 
arrangements when the proposed equipment is introduced by it in India. 

Expected Demand 

2-31 PIL has pointed out that to the best of its knowledge complete systems of the types 
proposed to be manufactured are not being locally manufactured, and therefore they are being im¬ 
ported. PIL has estimated that on an average Rs. 1-5 crores worth of equipments is annually im¬ 
ported. In view of the increasing demand for such equipment the Central Government has since 
1972 freely permitted imports of these equipments as they were considered to be life saving equipr 
ments. PIL’s view is that though some individual pieces of equipments which are modifications or 
adaptations of existing electronic measuring and display instruments are locally available, no equip¬ 
ments embodying advanced features such as are available in the world today are being manufactured 
in the country. If equipment of the proposed type is not manufactured in the country the demand 
may continue to be s.a+isfied only by imports. 

2-32 To study the demand for MEE, PIL undertook a market survey. A representative 
group of hospitals, teaching institutes and doctors were selected for the survey. On the basis of 
information collected from this group it was found that nearly all the hospitals contacted indicated 
the need to acquire patient monitoring/cardiac care equipment in the near future. Many hospitals 
were not able to specify their requirements in terms of the physiological parameters needed. They 
indicated however that they will make a start with certain basic equipments and build up systems 
over a period of five years. It was also found that many hospitals were reluctant to buy equipment 
at present because of the cumbersome import procedure and also non-availability of spares and 
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assured service facilities. It was found that almost all the hospitals welcomed the suggestion about 
training of medical and paramedical personnel in the use of these instruments. Most hospitals had 
little or no knowledge on safety aspects of medical electronics. As a result of this survey and taking 
into account the different types of medical institutions in the country, PIL had come to the conclusion 
that the demand for the proposed equipments would be quite large. It estimates that demand for 
these products would be about Rs. 2-5 crores worth of equipment annually and the demand would 
rapidly grow further. 

2'33 PIL has relied upon the Report of the panel of experts appointed by the Electronics 
Commission to study the demand for the MEE. On that basis, it has pointed out that for the products 
specifically proposed to be produced by PIL, the demand during the five years of the Fifth Five Year 
Plan is expected to be of the value of Rs. 18 -9 crores. 

2-34 PIL has further pointed out that it does not believe in creating any kind of monopoly 
situation and therefore has put forward a proposal to produce equipment of a total value of about 
Rs. 2-75 crores in the first five years, which is approximately the same as the Fifth Five Year Plan 
period. This would therefore constitute only a small part of the total demand expected for such 
equipment in this period. It is also pointed out that Medical Electronics Equipment includes a 
very large number of items (see Appendix III). Only a small number of these items are proposed 
for production by PIL at the present stage. There need therefore be no fear that PIL would dominate 
the market and that it will create difficulties for any other intending producers. 

2-35 At the same time, PIL has pointed out that its product is based on a systems approach 
with inter-related modules. Deletion of one group or module would adversely affect the systems 
concept. All the components, modules and pieces of equipments are essential for providing intensive 
or cardiac care for monitoring and therapeutic requirements. In view of this it will be difficult 
to visualize deletion of any one or more of the items from the manufacturing programme. 

2-36 As regards quantity indicated/applied for, PIL has stated that this represents an optimum 
level based on current prices and market requirements. It has been stated : 

It is our intention that quantities to be produced annually will be progressively increased in 
line with the market requirements so that in the fourth year after commencement of pro¬ 
duction we will attain the quantities applied for. 

Furthermore, it has to be recognised that in the modular system as proposed by us the confi¬ 
guration would depend on the consumers choice and requirements and the field of appli¬ 
cation. The quantity of different modules could therefore vary from year to year within 
overall system quantity.” 

2-37 On a specific query in regard to the average size of companies manufacturing MEE 
in the developed countries, the information furnished by PIL relating to the companies in the developed 
countries which manufacture Electro Medical Equipment is as follows : 

TABLE 21 


Sizes of companies manufacturing Electro Medical Equipment in Developed Countries 

(1971 figures in $ 000) 


Name of the Company 



Assets 

Sales 

employees 

Siemens, W. Germany 

• 

• 

• 

• 

37,61,001 

38,15,053 

306,000 

Hitachi, Japan • 

• 

• 


• 

51,24,951 

36,33,039 

163,063 

General Electric, USA 





68,87,800 

94,25,300 

363,000 

Honeywell, USA 




• 

21,83,098 

19,46,127 

94,418 

N.V. Philips, Holland • 

• 



• 

65,43,038 

51,88,889 

367,000 

Hewlett Packard 


• 



2,94,468 

3,75,088 

16,540 


Source .—^The applicant Company. 


2-38 It has been pointed out by PIL that in the past few years, small comptanies in this fiecd 
which started with successful products, failed in course of time mainly because of their weakness in 
marketing and providing after sales service. PIL has therefore claimed : 
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“Thus, we find in the international market such equipment are successfully marketed only by 
companies with a large industrial base in electronics and/or medicine and who have a wide 
experience and organisation for manufacturing/marketing professional electronic equipment/’ 

Justification foi the project 

2-39 On the Commission’s specific query regarding the justification for the proposed project 
in terms of MRTP Act, PIL has pointed out that the proposal, if implemented, would render valuable 
service to the medical profession by making available advanced equipments reflecting the state-of- 
are in this field. It would also render Invaluable service to the very large number of critically ill 
patients who would have reliable medical equipment for monitoring physiological parameters so 
that the chances of tneir recovery would be substantially increased. It has been pointed out that, 
due to various reasons, cardiac ailments are cn the increase and that increasing demand exists for 
equipment which will help in the treatment and proper care of the affected patients. A large number 
of Indian doctors with special training overseas are finding that they cannot fully utilise their know¬ 
ledge and expertise due to lack of advanced equipments which are increasingly available in other 
countries. At present the only way in which these equipments are being installed is through imports. 
PIL’s undertaking their manufacture here would substantially reduce the drain of foreign exchange. 
Further, the project would help PIL to introduce in the country new and advanced technologies 
which could be forerunners of further advances in the bio-medical field. Moreover, the introduction 
of up-to-date equipment and technology by PIL would provide a general impetus for the growth 
of the electronics industry in the ountry. It would also provide a healthy influence on the other 
producers of MEE by providing lugh sta ida ds of equipment, which the competitors will have to 
aim at. 

2.40 It has been claimed thit permitting PIL to undertake the project would have a special 
advantage because only PIL is in a position to provide certain types of expertise both in manufacture 
and in servicing in the field of MEE. Training of medical personnel can be organised on the basis 
of the world-wide experience of Philips and international standards of safety will be adhered to. PIL 
has experience of over 30 years in the field in India, having sold, installed and serviced medical equip¬ 
ment from sample to the most complex type. PIL has claimed : 

“With its access to the results of investigations and experiences of Philips organisations in 
Holland and other parts of the world. Philips India Ltd. has ^knowledge and information 
which are beneficial to the Indian medical profession and public at large. It is for this reason 
that we believe that it would be socially advantageous to permit us to manufacture Medical 
Electronic Equipment.’’ 

Scheme of Finance 

2’41 The cost of the project is estimated at Rs. 13 lakhs (Rs. 5 lakhs for the buildings and 
Rs. 8 lakhs for the pl int & machinery). It has been clarified that the estimates for the value of pro¬ 
duction, cost of raw materials and the cost of the project are estimated at 1970 prices. The phased 
programme for capital outlay has been indicated as under : 

TABLE 22 


Thi phased programme of capital outlay 

(Rs. lakhs) 



1st year 

2nd year 

3rd year 

4th year 

Total 

Buildings 

50 

. . 



5-0 

Plant & Machinery 
(c.i.f.) 

1-4 

0-7 

0-7 


2-8 

Plant & Machinery 
(indigenous) 

3-5 

0-5 

0-5 

0-5 

5-0 


Total • 9-9 

1-2 

1-2 

0-5 

12-8 

Working Capital • 

16-80 

8-90 

12-30 

8-75 

46-75 


Source .—The applicant Company. 


2'42 The applicant Co. proposes to meet the cost of the project from internal sources. 




CHAPTER III 


OBJECTIONS TO THE PROPOSAL 
A Large Nnmber of Objections 

3-01 This proposal of PIL has been objected to by quite a large number of organisations. 
The list of the objectors and others who have evinced interest in the proposal is given in Appendix 
IV. Many of these organisations were also represented at the public hearing and reiterated their 
points of view during the course of that hearing. The Commission also visited some of these organi¬ 
sations so as to obtain first hand knowledge about the manufacturing and R & D developments 
undertaken by them. 

3-02 The objecting organisations may be classified under three categories :— 

(i) R & D organisations working under the aegis of Government, 

(ii) various Government agencies, and 

(iii) undertakings operating in the field of electronics. 

In the first category the more important organisations are :— 

(a) The Electronics and Radar Development Establishment, Bangalore (LRDE), under 
the Ministry of Defence; 

(b) Central Scientific Instruments Organisation, Chandigarh, operating under the Council 
of Scientific and Industrial Research (CSIO); and 

(c) The National Research and Development Corporation, Delhi, an agency which is engaged 
in the commercial exploitation of the know-how developed by Central Government 
Laboratories (NRDC). 

3 •03 In the second category the more important Government agencies have been the 
Directorate General of Technical Development, Director General of Health Services, the Develop¬ 
ment Commissioner, Small Scale Industries and the Government of West Bengal. The last one, 
viz., the State of West Bengal only sent to the Commission a copy of a letter addressed by the Chief 
Minister of West Bengal to the Union Minister for Industrial Development. The main point made 
in that letter was that PIL had given an indication to the Government of West Bengal that it was 
their intention to diversify and expand their activities in West Bengal and that it was intended to 
locate new unit for the manufacture of electro-medical equipment in the State. The State Govern¬ 
ment emphasised that it was necessary that the regional imbalance in key industries like electronics 
needs to be removed and that therefore substantial expansion or setting up of an electronic unit in 
a developed region like Maharashtra, particularly by a foreign company, should not be permitted. 

3 04 In the third category fall a number of organisations both in the public and private 
sectors. The most important organisation in the public sector which objected to the proposal was 
the Electronics Corporation of India Limited (ECIL). 

3 05 Instead of separately indicating the objections raised by each objecting organisation, 
we propose to indicate the main objections raised as there is a great deal of overlapping and repeti¬ 
tion in the objections raised by many of the objecting organisations. Where some specific points 
have been made by a particular organisation, these would be mentioned separately. 

Technology Already Developed 

3 06 The common objection raised by many of these agencies was that the technology for 
the proposed MEE had already been sufficiently developed within the country and that therefore 
there was no reason to permit PIL to develop this line of production on the basis of technical know¬ 
how imported from its parent company through a collabcration agreement. The LRDE claimed 
that it had taken up the task of developirg iheie cquijn-er.ts ficm as eaily as 1969 and that cosiderable 
progress had been achieved as a result of this effort. Many of the equipments that were proposed 
to be produced by PIL had already been produced by LRDE and this know-how was being now 
made available to intending producers through NRDC. This claim was made by LRDE about 
the equipments in the field of cardiac monitoring, patient monitoring, cardiac therapy and some of 
the physiotherapy equipments. CSIO made a similar claim and pointed out that some privat oganin- 
sations had already taken up the task of producing these equipments, the most important of these 
being the Instruments and Chemicals (P) Ltd , Ambala. These organisations further claimed that 
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their instruments had been tested by various agencies including public hospitals and the various 
suggestions arising from such tests were incorporated in the designs which had been developed. The 
Electronics Corporation of India pointed out that it had alieady undertaken the production of various 
equipments of the proposed categories, partly on the basis of own R & D and partly on the basis of 
know-how obtained through CSIO; and that considerable progress had already been made in the 
production of these instruments. The instruments had been tested at the General Hospital at Hydera¬ 
bad and the designs had been finalised after taking tinto account the experience obtained in such 
testing. ECIL was now poised to produce MEE worth Rs. 50 lakhs during 1974 and about Rs. 100 
lakhs in 1975. As ECIL has already been entrusted with the responsibility for producing complex 
electronic instruments for very sensitive areas like Defence and Atomic Energy, it was quite capable 
of ensuring reliability and safety which were important features of MEE. Indo-Burma Petroleum 
Co. Ltd., another public sector undertaking, also pointed out that it had produced prototypes of 
these equipments and would be quite capable of entering this line of production, provided someone 
with a special marketing advantage like PIL did not enter the field. Others who claim to have 
developed equipments of the kinds proposed by PIL were Encardio Rite, Lucknow, Instruments 
and Chemicals, Ambala, Electro-Medical, Indore, Cinexray, Bombay, Kemtronics, Delhi, Breathing 
Equipment Company, Delhi, Anaesthetics, Poona and Jambotkar Enterprises, Bombay. The last 
three have specially objected to the proposed production of respiratory and anaesthesiology equip¬ 
ment on the plea that they have already developed equipments in these fields and that PIL’s entry 
would mar their prospects. 

3’07 The main point of these organisations W...S that their efforts to develop MEE on the 
basis of indigenous R & D would receive a significant setback if PIL was permitted to enter the field 
on the basis of foreign technical know-how. They were supported in this plea by some new intending 
entrepreneurs such as Meditronics, Poona, Techno Electronics, Lucknow, Hitronics, Bombay and 
Iscome Industries, Bombay. These are said to be technical entrepreneurs who are qualified in electronics 
or medical electronics and claim that MEE can be developed by them on a small scale. They all 
claim that the production of medical electronics is not so dilficult that the knowledge and technology 
already available in India with various organisations and individuals will not be adequate to meet 
the requirements for developing such equipment. Some of them admit that the equipment that 
they wdl produce may not be fully on par with the latest equipments available abroad; there may 
some features which may not be immediately incorporated in the equipment produced in India on 
the basis of purely indigenous know-how. The equipment that India could produce may be similar 
to that available abroad two or three years back rather than what is available at present. But it 
was claimed on their behalf that the new features may not be of such crucial importance from the 
point of view of relialfility, safety, and medical requirements that the cost of importing foreign know¬ 
how should be incurred for that purpose. They all feel confident that the little gap that may exist 
at present between the know-how available abroad and that developed in India may be bridged within 
a short time, provided local R & D and technical entrepreneurship did not receive a discouraging 
set-back such as would inevitably result if PIL is permitted to enter this line of production on the basis 
of foreign know-how. The hopes with which considerable work had been done by a large number 
of Indian technicians would, it was claimed, be belied if PIL is permitted to obtain foreign know-how. 

3.08 A further point made by the objecting agencies in this connection was that Indian 
agencies would be certainly on the lookout for developments that took place in other parts of the 
world and would try to copy or adopt these in their designs and production. With a genuinely 
local R & D base it would be easier to update the technology used for such equipments, especially 
as R & D developed up to now would receive considerable support and encouragement if MEE 
industry develops in India on the basis of local R & D. On the other hand, if as a result of approving 
PIL’s proposal, the indigenous industry and therefore the R & D in this field receive a setback, such 
continuous modernisation and updating may not take place. PIL would continue to depend on 
its foreign partner for know-how and for updating it. No genuine Indian capability in this field will 
therefore be built up and the country would for all time to come, continue to depend on the develop¬ 
ment of know-how elsewhere. Whether there would be continuous updating of technology would 
then depend firstly upon whether Philips (Holland) continues to be in the lead in technological develop¬ 
ment in this field and secondly upon whether it would decide to permit the Indian subsidiary to buy 
the up-to-date technology. Large world wide organisations, it was claimed, always take time to adopt 
new developments as, with large investments in production facilities on the basis of existing techno¬ 
logies, they have vested interest in not changing technology too rapidly. The development of MEE 
industry in India would thus come to be tied up to the development strategy of Philips (Holland). 

Fears of Indigenous units 

3 09 There are other objecting organisations whose objections are somewhat different. 
These organisations have been permitted by Government to obtain foreign technical know-how and 
are engaged in the process of organising production of MEE on the basis of sueh collaboration 
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arrangements. These include British Physical Laboratories, Bangalore, who have been permitted 
to obtain technical know-how from Japan and Kundansons, Delhi, who have been permitted to 
obtain know-how from Italy. British Physical Laboratories have also pointed out that they have 
not been permitted to import know-how for all the equipments in the field of medico-electronics that 
they intend to produce. They have been refused collaboration in the manufacture of polygraph 
and internal pace maker, while the PIL proposal includes such equipjnent on the basis of foreign 
know-how. The main point of these objectors is that they are small producers who are already 
poised for introducing these products in the Indian market but whose prospects would be irretrievably 
marred if PIL is permitted to enter the field. PIL having a far better name in the market and a very 
much stronger sabs organisation, such small producers would be wiped out in no time if PIL enters 
the field. M/s. Kundansons specially pointed out that their progress had been held up as a result 
of PIL’s proposal. They had obtained a foreign exchange loan from the ICICI for importing necessary 
equipment but their bankers have hdd up giving the neeessary guarantees on hearing of the PIL’s 
proposal. The bankers apparently wanted to see whether PIL would be pcrmi'ted to go ahead before 
accepting to give necessary guarantee. Representatives of Kundansons claimed at the public hearing 
that this would indicate how even banks were doubtful whether small Indian producers would be 
able to survive in the face of comp .ti'ion from PIL in the market. 

3'10 Most of these object rig organisations appoar to feel that comp e*i ion with PIL would 
operate to their detriment. They felt that even though the name of Philips was not among the top 
names in the world in the field of MEE, there would be an inevitable tendency on the part of the 
consuming organisations in India to prefer equipment carrying Philip’s name as compared to equip¬ 
ments produced by fully indigenous producers. They also felt that the marketing organisation of 
PIL would provi le a great advantage to PIL over indigenous producers. It was also felt that PIL 
would enjoy various advantages including sustaining power even if there were tosses during the initial 
years which would make the competition very uneven, expecially in the case of smaller units. 

Undue import content 

3-11 0.ae of the important paints made by all these units was that the proposal put forward 
by PIL was unduly costly in terms of foreign exchange. This is so net only because PIL being a 
predominancy foreign company and the project being based on foreign collaboration, large amounts 
would be repatriated in terms of foreign exchange by way of remittance of profits and technical 
assistance fees but also because the imports envisaged by Philips during the first four years of the 
project were also unduly excessive. The import requirements indicated by the various objecting 
agencies will be found in Table 23. The Commission has had no opportunity to examine these 
figures in detail. But the point made by all these organisations is an important one. Their claim 
is that the propasil to have such a large import content, is due to the fact that PIL would be depending 
entirely upon imported know-how; there has, therefore, been no attempt to adjust or adapt the design 
of the equipment to suit the availability of components and materials in India. It is further claimed 
that PIL’s expectation that it will continue to import at least 15 per cent of its raw material and 
component requirements indicates that PIL’s equipment would continue to be unduly costly in terms 
of foreign exchange. The objecting organisations claimed that their exchange requirements would 
be very much lower, at no stage exceeding 10 to 15 per cent and rapidly coming down to below 5 
per cent. They pointed out that approving the proposal of PIL would thus unnecessarily lead the 
country with a continuous drain of foreign exchange wh'le discouraging the utilisation of locally 
available materials and components. Moreover it was pointed out, the fact that PIL’s equipment 
would have such a large import content would give it a market advantage. It will be claimed that 
PIL’s equipment would use imported key components and this would be an important sales point 
in the Indian market, where there is, especially among the less knowledgeable persons, a feeling 
that imported components and materials would always be better. Such a situation would give 
considerable advantage to PIL in terms of markhibil ty. The indigenous producer would therefore 
face a severe handicap if PIL enters the field. 


TABLE 23 


Import contents in the Schemes of Other Producers of MEE 

Name and address of the Units 

Present Import content 

1 

2 

Existing Units 

1. Electronics Corporation of India • 

2. British Physical Laboratories (P) Ltd. • 

8 % to 10% 

• • 8% 
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Table 23—Contd. 



3. Electromedical 

10% 


4. Instruments & Chemicals (P) Ltd. 

10% to 12% of the sale price. 

5. Kemtronies Devices (P) Ltd. 

Negligible. 


6 . Encardio Rite (P) Ltd.. 

Less than 5 % of the total output. 

7. Breathing Equipment Company New Delhi • 

Nil. 


Prospective Entrepreneurs 



8. Indo-Burma Petroleum Co. Ltd. 



(1) D.C. Def.. 

10% 


(2) Patient Monitor 

7% 


(3) B.P. Recorder. 

21% 


(4) Implantable pace maker .... 

25% 


9. Kundansons Private Ltd.. 

Import content required 30% of the 


ex-works price. 


10. International Radio & Television (Pt Ltd. 



(1) Electrocardiograph • . . . . 

20 % in Ex-works factory value. 

(2) Defibrillator D.C.. 

20% 

Do. 

(3i Cardiac Monitor. 

20% 

Do. 

(4) Electromyograph. 

25% 

Do. 

(5) Hypohyper Therma. 

15% 

Do. 

(6) Pace maker. 

05% 

Do. 

(7) Electro Convulsion & Cerebral stimulator 

Nil 


Therapy Unit. 



11. Cinexray Manufacturers 



(1) Disthermy. 

05% 


(2) Stimulators • • • • • 

Nil 


(3) Defibrillators. 

20% 


(4) Pace Makers. 

05% 


(5) Monitors (Cardiac) • . • • • 

20% 


(6) Electromyograph. 

25% 



Demand less than Estimated 


3 12 One of the points stressed by all the objecting firms was that the market for MEE 
is likely to be far smaller than suggested by PIL and that therefore approval of the capacity proposed 
by PIL would mean that it would be in a position to produce quantities which would be more than 
adequate to satisfy the whole demand that is likely to arise in the next five years or so. ECIL and 
other objecting firms stated that they have also been conducting some explorations of the developing 
market for MEE and have found that the market was much smaller than had been suggested by 
PIL. It was also suggested that the Report of the Medical Electronics’ Panel was over-optimistic, 
based on assumptions which were no longer valid. Special stress was laid on the financial and bud¬ 
getary difficulties faced by various governmental authorities in recent months. It was pointed 
out that an overwhelming part of the demand for medical electronics would arise from public hospitals 
which depend on grants from the Central or State Governments. With the serious financial situation 
faced by these, it is unlikely that large amounts would be available in the present Fifth Five Year 
Plan for the purchases of MEE by a large number of these hospitals. In this situation it is claimed 
that PIL being permitted to enter the field with the capacity asked for would ^ able to swamp the 
whole market and drive the fully indigenous industry to the wall. 
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3*13 It was further suggested that PIL, depending largely on imported components and 
materials in the initial years, may satisfy a substantial part of the market by equipments which would 
be largely assemblies of imported components and that, as the market gets saturated, they may not 
even &id it worthwhile to expand their production facilities and increase the indigenous content. 
In the meanwhile, the market would be spoilt and indigenous units would close down. 


Fears of Small Scale Units 

3'14 A point specially emphasised by small seale units which objected to the PIL proposal 
was that investment required for the production of MEE was comparatively small and that therefore 
this was an area which should be justifiably reserved for small scale industry. The least that should 
be done is not to permit giant foreign units like PIL to enter the field. It was pointed out that the 
total investment in plant and machinery proposed in the PIL project is limited to Rs. 8 Lkhs. Units 
which require plant and equipment of less than Rs. 7 • 5 lakhs are treated as small scale units. Thus 
in effect PIL is proposing to enter a field which can quite suitably be taken up by small scale units. 
This is obviously not appropriate. In the interest of small scale units, it was therefore suggested, 
the proposal should not be approved. 


PIL’s Figures questioned 

3 • 15 Some of the objecting units also raised doubts about the estimates of turnover indicated 
by PIL. It was pointed out that in the first year, when PIL envisaged production of 150 sets of 
Patient Monitoring and Cardiac Monitoring systems, the average price per set, on the basis of the 
indicated turnover of Rs. 26 lakhs works out to a little over Rs. 17,000. If distributors’ commission 
is deducted from this, what would be left would not be an adequate ex-factory price for the sophisti¬ 
cated equipment proposed to be manufactured by PIL, when compared to the prices of some of the 
existing units in this field. In the second year, PIL proposes to manufacture 225 sets of the above 
two systems and, in addition, twenty sets each of Cardiac Therapy Equipment and Respiratory Equip¬ 
ment, with an estimated turnover of Rs. 40 lakhs. It was pointed out that the turnover from the 
first two systems, production of which is envisaged to increase one and halftimes the proposed pro¬ 
duction in the first year itself would work out to Rs. 39 lakhs (Rs. 26 lakhs x 1 -5); thus the average 
turnover from the remaining two systems works out to Rs. 2500 per set of Cardiac Therapy Equip¬ 
ment and Respiration and Anesthesiology Equipment. Doubts were raised regarding estimates of 
turnover furnished by PIL. The objectors alleged that the estimates of turnover were purposely 
kept low to impress the Commission. 


CHAPTER IV 

ANALYSIS OF THE PROPOSAL 


Present Government Policy 

4 01 The present Government Policy regarding the role of Large Industrial Houses and 
foreign companies has been indicated in the policy statement dated February 2, 1973. Under this 
Statement, foreign concerns adnd subsidiaries such as PIL are eligiole to participate in specified in¬ 
dustries along with other applicants. 

“They will also be entitled.to invest in industries where production is predominantly 

for exports. Their investments will be subject as hitherto to the guidelines on the dilution 
of foreign equity and will be examined with special reference to technological aspects, export 
possibilities and the overall effect on the balance of payments.” 

The item ‘electronic components and equipment’ is included in the list of the industries specified for 
this purpose. 

4’02 The Guidelines for Industries, 1974-75, published by the Ministry of Industrial Develop¬ 
ment, has the following to say about electro-medical equipment ;— 

“1 • 1—The field of medical electronics is a repidly expanding one and will play a vital^rolc 
in the improvement of health service in the country. These are a life saving equipments 
and hence quality and reliability are prime considerations in the design of such equip¬ 
ments, which calls for sopnisticated technology as well as good quality control facilities.” 
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“2•2—Units can be set up both in the organised and small-scale sector to cater to the demand 
of medical electronics equipment. This is an area involving a good degree of 
sophistication requiring design, development and testing facilities. Proposals from 
technically qualified entrepreneurs having the necessary background experience in this 
area ana also from existing units, with an R & D back-up, can be considered for 
licensing, fertign collaboration may also be considered on merits for selected items 
involving a relatively high degree of scpnisticaticn”,* 

State of the Medical Electronics Industry 

4-03 Electro-medical equipments of different types have been produced in the country for 
some years now, though as compared to other countries the industry in India is still in its infancy. 
The most iinportant item that has been under production in India has been X-ray equipment. Li¬ 
cences totalling upto Rs. 2.5 crores per annum for the production of X-ray equipments had been 
issued upto 1972. Licences for the production of analytical instruments such aa Conductivity meter, 
PH Meter and Ionic Exchanger have been issued to the tune of Rs. 25 lakhs per annum. It appears 
that the import of electro-medical instruments has been as follows: 


TABLE 24 

Import of Electromedical Instruments^ 


(Rs. in lakhs) 


Item 


1965-66 


1966-67 


1967-68 


1968-69 


1969-70 



Qty. 

Nos. 

Value 

Qty. 

Nos. 

Value 

Qty. 

Nos 

Value 

Qty. 

Nos. 

Value 

Qty. 

Nos. 

Value 

ECG, EEG • 

Hypothermia ma¬ 
chine 

62 

203 

72 

4-02 

18 

0-59 

35 

1-82 

NA 

0-57 

1 

0-134 

1 

0-02 




. , 

. 


Other apparatus 

1184 

lO-O 

933 

13-25 

9.20 

11-43 

322 

14-86 

NA 

13-87 

Parts for these 

.. 

14-6 


18-73 

. , 

22-50 

. , 

15-09 


21-09 

X-ray apparatus 

134 

14-52 

254 

8-85 

137 

5-50 

NA 

18-88 

NA 

20-34 

X-ray Tu'ae J 

254 

4-817 

635 

6-41 

635 

8-39 

N\ 

4-89 

NA 

8-45 

X-ray parts • 


715 

. • 

48-85 

• • 

82-51 

. . 

71-08 


77-71 

Hearing aids • 

909 

M9 

10)6 

2-29 

168 

0-92 

118 

0-96 

1534 

3-93 

Defibrillators and 
pacemakers 





3 

0-12 

• • 

0-68 

2 

0-18 

Total • 


118-44 

102-43 


131-96 

128-26 


146-14 


4 04 It will be noticed that a substantial part of the imports have consisted of X-ray equip¬ 
ments. According to the Report of the Medical Electronics’ Panelf, the poduction of MEE 
in India during the last few years has been as follows: 


* “Qa'dJlilies for Indu-tries, 1974-75”. Govcrnnint of India, Ministry of Industrial Development, New Delh 
June 1974, pp. 173-174. 

t Source: Electronics-Information & Planning, January, 1974, Vol, I No. 4, p. 366. 

J Report of the Panel on ,‘Medical Electronics”, Electronics Information and Planning, 1974 Electronics Com 
mission, p. 4 OO. 
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TABLE 25 


Production of MEE in India 


Year 

Total MEE production 
(Rs. crores) 


1968-69 

10 


1969-70 

1-2 


1970-71 

1-5 


1971-72 

2-5 


1972-73 

3-6 



4 05 According to the Panel, in addition to X-ray equipment which continues to contri¬ 
bute a major share of the overall production of MEE, other equipments currently manufactured and 
marketed are : 


1. ECG machines 

2. Tntensive/Cardiac care units 

3. Cardiac pacemakers and defibrillators 

4. EEG 

5. Medical Spectrophotometers 

6. Colorimeters 

7. Electrophoresis units 

8. Hearing aids and 

9. Electronic Stimulators. 

4 06 It has also been pointed out that while both imported and locally manufactured MEE 
are currently in use, “a majority of equipment are mostly out of order, or are unsatisfactoy. These 
are also hazardous for patient and doctor alike”.* The Panel has emphasized in its Rejwrt the im¬ 
portance of realising that proper upkeep of equipment is as important for its effective utilisation, and 
this costs almost the same as the cost of making it in the first place. 

4 07 A list of different types of MEE has been given in Appendix III. It is found ttot there 
are a number of organisations which are engaged in the study and development of electronic instru¬ 
ments. Biomedical engineering is Just being introduced in a few institutions. Research and tech¬ 
nological development of different types of equipments have been undertaken by a number of agencies. 
The best known amongst these are the LRDE, the CSIO the All India Institute of Medical Sciences, 
the Indian Institute of Technology, New Delhi, the Tata Institute of Fundamental Research and the 
Bhabha Atomic Research Centre. Certain production organisations also claim to have gone into 
the task of developing certain equipments. The claims made by different institutions about the 
equipments developed by them are given in Appendix V. 

4 08 Regarding the particular equipment whose production is proposed to be undertaken 
by PIL, it appears that a significant part of the demand for such equipment upto now has been 
satisfied through imports. At present imports of these equipments are freely permitted on the basis 
that these arc life saving equipments. According to PIL, the posi'ion regarding imports in the years 
1971-72 and 1972-73 has been as follows : 


TABLE 26 

Imports of selected MEE during 1971-72 and 1972-73 



Imports 

1971-72 

Imports 

1972-73 


Qty. 

Amount 

Rs. 

Qty. 

Amount 

Rs. 


1 

2 

3 

4 

1. From country/electric 
apparatus for medical 
purpose 

German FRP 

195 

10,89,005 

54 

13,56,587 

Netherlands • 

34 

6,02,534 

14 

6,20,181 


•ibid, p. 399. 
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Table 26— Contd. 



1 

2 

3 

4 

Sweden • • • • 

348 

93,397 

1 

1,499 

UK • ■ • • 

58 

4,13,941 

90 

4,74,772 

USA • • 

262 

9,53,661 

477 

19,52,027 

Others . . . • 

33 

5,47,366 

41 

6,72,079 


930 

36,99,904 

677 

50,77,145 

2. Electro-cardiograph and 
encephalograph from 

country 





German FRP 

7 

34,381 



Japan 

4 

8,422 

2 

23,297 

U.K. • 


. . 

6 

21,857 

USA . 

19 

93,103 

12 

48,301 

Others • 

7 

491,103 

2 

20,322 


37 

6,27,069 

22 

1,13,777 

3. Defibrillators & Heart 
pacers from country 
U.K. • • 

2 

5,473 



U.S.A. 

1 

6,018 

10 

1,33,460 

Others • 

1 

5,134 

1 

2,116 


4 

16,625 

11 

1,35,576 


Source : The Applicant Company. 


Lic«)sed and Installed Capacity 

4 09 According to the DGTD, at present there are no uni's manufacturing the MEE pro¬ 
posed to be manufactured by PIL. Seven units have however been issued Letters of Intent for these 
equipments. The details of these are given in Appendix VI. It will be seen from the information 
contained there that a number of units are intending to enter the field of Cardiac Monitoring equip¬ 
ment and Cardiac Therapy. Some units are also expecting to enter the line of Patient Monitoring 
equipment and Respiratory and Anaesthesiology equipment. Moreover in addition to the units 
which have been given Letters of Intent, the Commission has found that there are a number of other 
units intending to enter this line of produc ion, the most important of which is the Electronics Cor¬ 
poration of India. ECIL is expecting to take up the production of Cardiac Monitoring and Patient 
Monitoring equipment, Cardiac Therapy equipment and certain modules of Anaesthesiology equip¬ 
ment. The details of ECIL’s pogramme are given in Appendix VII. In addition, Mahindra and 
Mahindra have obtained know-how from NRDC. A list of the various units which have obtained 
or are negotiating with the NRDC for obtaining know-how for the production of these equipments 
is given in Appendix VIll. It may therefore be assumed that there are others who intend to enter 
this line of production. There are also a number of small scale units which are registered for the 
production of these equipments (See Appendix IX). 

4-10 As indicated earlier, the Commission visited some of these units. The Commission 
had found that considerable advance had been made by units like ECIL, British Physical Labora¬ 
tories, Instruments and Chemicals, Encardio Rate, Breathing Equipment and Jambotkar Enterprises 
in some of the equipment which they are developing. Mahindra and Mahindra have prouuctionised 
f he Foetus Monitor and propose to undertake the production of certain other equipments. The 
capability and interest of a number of small sc.ale units visited by the Commission were quite impres¬ 
sive. 
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Estimated Demand 

4-11 One of the most controversial aspects of this proposal has been regarding the estimated 
demand for the products proposed to be produced by PIL. Information about the views expressed 
by PIL and the objecting organisations has already been given in the earlier chapters. The most 
elaborate attempt to examine the state of demand for medical electronics was made by the Panel 
on Medical Electronics set up by the Electronics Commission. This panel, which submitted its 
report in October, 1973, based its estimates on various aspects such as the requirements of the country, 
the present and anticipated growth trends and the global growth trends. The requirements of the 
country were worked out by examining the number of medical colleges, laboratories and research 
institutions, public hospitals including those attached to railways, defence and public sector under¬ 
takings and private hospitals, nursing homes and clinics. The estimates prepared by the Ministry 
of Health regarding the expansion of health facilities in the Fifth Five Year Plan were also taken into 
account. The type of MEE to be made available at different levels of public health facilities were 
laid down and on that basis requirements of MEE were examined. This provided certain estimates 
about the requirements of different types of MEE in the Fifth Five Year Plan period. Further, the 
demand pattern for electronics and telecommunications industries estimated by the Task Force set 
up by the Planning Commission was taken into account and the demand for MEE as a part of that 
development was estimated. The growth trends in the demand for MEE in other countries were 
also examined. Taking all these into account the estimates for MEE for the Fifth Plan period were 
worked out as follows: 


TABLE 27 


Breakup of high volume MEE 


No. 

High Volume MEE 





Estimated Approxi- 
require- mate 
ment cost per 

in No. unit 

Rs. 

Total 
cost in 
Rs. 
crores 

1. 

Portable intensive care equipment for mobile van (inch defi¬ 
brillator, electro-cardiograph, respirator, monitor 

100 

50,000 

0-50 

2. 

Electrocardiograph 




• • 

8,000 

10,000 

8-00 

3. 

Centrifuge • • • • 





8,000 

1,000 

0-80 

4 . 

Respirator . . . • 





1.000 

8,500 

0-85 

5. 

Calorimeter • • • • 





8,000 

3,000 

2-40 

6. 

Incubator .... 





8,000 

1,500 

1-20 

7. 

PH meter .... 




•, • 

5,000 

2,000 

1-00 

8. 

Electrophoresis 





5,000 

2,000 

1-00 

9. 

Flame Photometer 

•- 




1,000 

12,000 

1-20 

10. 

Diathermy C'urgicr.l & Physiotherapy) 

• 



5,000 

5.000 

2-50 

11. 

Defibrillator (DC) • 





2,500 

10,000 

2-50 

12. 

Audiometer .... 





4,000 

4,000 

1-60 

13. 

Pacemaker (external & internal) 





5,000 

2,500 

1-25 

14. 

Pacemaker (implantable) 





1,000 

5,000 

0-50 

15. 

Tonometer • ■ • • 





1,000 

3,000 

0-30 

16. 

Foetal heart detector 





2,000 

2,000 

0-40 

17. 

Stimulator (muscle & nerve) 





2,000 

2,500 

0-50 

18. 

Electroconvulsive therapy unit • 





2.000 

2,500 

0-50 

19. 

Cardiac monitor 





1,000 

10,000 

1-00 

20. 

Hearing aids • • • • 





20,000 

250 

0-50 


28—7 M of LJ&CA'ND/79 
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TABLE 28 
Breakup of low volume MEE 


No. 

Low Volume MEE 

Estimated 
require¬ 
ments in 
numbers 

Approxi¬ 
mate cost 
per unit 
in Rs. 

Total 
cost in 
Rs. 
crorcs 

1. 

Intensive care unit equipment 

. 100 

2,00,000 

200 

2. 

Electroencephalograph • 

. 80 

1,20,000 

0‘96 

3. 

Electromyograph • 

. 80 

35,000 

0-25 

4. 

Echoencephaloscope 

. 80 

25,000 

0-20 

5. 

Cardiotachograph • 

. 200 

J[5y000 

0‘50 

6. 

Echocardiograph • 

. 100 

50,000 

0-50 

7. 

Cell counter 

. 30 

25,000 

0-75 

8. 

Nuclear medical scanner 

. 30 

75,000 

0-22 

9. 

Renograph (kidney) 

. 30 

1,00,000 

0*30 

10. 

Electonystagmograph 

. 30 

50,0(X) 

0-15 

11. 

Laser photocoagulator • 

. 20 

1,00,000 

0-20 

12. 

Medical spectrophotometer 

. 100 

25,000 

0-25 

13. 

Polygraph (4 channel) 

. 50 

60,000 

0-30 

14. 

Electronic paging system 

. 100 

1,00,000 

100 


4' 12 The above tables provide category-wise figures about the estimated requirements for 
individual equipments. 

4-13 On this basis it was estimated that the total demand for MEE in the Fifth Five Year 
Plan period would amount to Rs. 65 crorcs. The brcalc-up of this was indicated as follows . 


TABLE 29 

Expected consumption of MEE by various sectors 


(Rs. crores) 


Sector 


Amount 


Health Ministry; 

Hospitals of Central and State Governments, medical 
colleges, laboratories and research institutions 

Defence, Railways, P&T, Central Government undertaking 
hospitals. 

Private hospitals, nursing homes and clinics and others . 

Total 


35 

20 

10 

65 


4-14 It was thus indicated that demand from the Governmental sector would constitute about 
85% of the total demand. 

4 15 This demand estimate has to be treated as unrealistic in the light of the develo^ents 
during the last one year. It is well known that the programmes prepared by individual task Forws 
for different sectors of the economy arc not always in consohance with the overall parameters of the 
Five Year Plan and the outlays assumed by them require considerable curtailment when the toal 
plan is prepared. Moreover, in the case of the Fifth Plan, even more than usual difficulties have 
cropped UP Due to the economic and financial crisis faced by the country during the last year, the 
Fifth Kan has not even been finalised as yet and it is not known to what extent the outlays, even as 
Had down in the Draft Fifth Plan, will undergo a change. Looking at the overall cuts in budge¬ 
tary provisions both at the Centre and in the States, it is obvious that programmes in Social Service 
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sectors like Health are bound to suffer in the process. The impact of budget cuts is especially likely 
to affect the provision of new facilities such as the installation of ME equipments as these require 
large investments. Moreover, the installation of these equipments cannot be undertaken by itself; 
it lus to be accompanied by the creation of certain minimum staff compliments with appropriate 
training and neqessary facilities. It was pointed out by a number of objectors that, in a situation where 
public hospitets are found to be starved of funds even for basic and traditional facilities such as 
essential medicines and X-ray films, it was too much to assume that large funds would be made 
available for the installation of new equipment of the kind which is proposed to be manufactured 
by PIL. While there is no doubt that these equipments are of much value in helping patients suffe¬ 
ring from certain critical diseases, it is undoubtedly true that the number of such patients is small 
as compared to the overall number of patients requiring attention at public hospitals. It is therefore 
unlikely that large funds would be made available for the purchase of such equipments when there is 
a severe financial constraint on the health departments of all governmental agencies. It is true that 
though these facilities are required by a small number of patients, these constitute an important section 
of the population and the installation of some of these equipments is considered necessary by senior 
doctors in important hospitals and has even become a fashion among a number of clinics, both private 
and puUic. There is no doubt that hospitals in the big cities, both public and private, will increasingly 
instal such facilities. But the number of such hospitals is net very large and therefore the total de¬ 
mand for such equipments is likely to be only a fraction of total estimate made by the Medical Electro¬ 
nics Panel. Moreover, a number of them have already imported equipments required by them and, 
as these are durable, replacements are not likely to be required for a period of five years or more. We 
have already mention^ earlier the fact that a number of units have already been granted Letters of 
Intent and a number of others both in the large and small scale sectors are getting prepared to enter 
this line. In view of all this, it cannot be said that the entry of PIL in this field is essential to meet 
the expected demand for MEE in the countiy. There is not likely to be much gap between the de¬ 
mand which would actually come up in the Fiffh Plan period for such equipments and the supply that 
would probably develop from the fully indigenous units that are already existing in the industry or 
are likely to come into existence. If PIL is permitted to enter this line, it is not unlikely that there 
would be excess capacity in this line of production. 

Philips Eatry EsMStial 

4.16 It has already been pointed out earlier that medical electronics equipment has certain 
special aspects. Because the equipment is used on critically ill patients, reliability and safety are of 
great importance. As the equipments have to be used by medical and paramedical personnel who 
are not necessarily acquainted with electronic equipment8,these have to be so designed ^ to ensure that 
they should be foolproof in operation. Provision of pre-sales and after-sales services are also of 
great importance. Pre-sales service may involve the designing of the equipment suited to the parti¬ 
cular needs and financial capability of the institution pruchasing it. In order to ensure that such 
durable cquipmet can be gradually built up over a period of time without necessarily having to be 
completely replaced when other equipments have to be added and when there are further technolo¬ 
gical developments, a modular design is of special importance and what is called the system’s app¬ 
roach has to be adopted. Pre-sales services would also include assistance in designing the physical 
and electrical arrangements in the ward where the equipments are to be utilised as also training the 
medical and param^ical personnel in the use of the equipment. After-sales service specially involves 
the maintenance and repair facilities so organised that the equipment can be used as such without 
interruption as possible. Reliability of the equipment as well as modular construction obviously 
play an important role in this aspect also. PIL has claimed that all these special aspects of MEE 
can be ensured only if it is permitted to enter this field on the basis of technical know-how to be ob¬ 
tained from Philips (Holland) on the basis cf a foreign collaboration agreement. This would also 
enable PIL, it is claimed, to introduce the latest—what PIL calls the third generation—technology 
regarding MEE and would also make it possible to introduce further developments as they take place 
so as to ensure that MEE in India is of the same type as is available anywhere else in the world. It 
was PIL’s claim that this was specially in^rtant in a field like MEE where technological advance¬ 
ment is taking place very rapidly. PIL representatives pointed out that they had examined the 
technical know-how as developed by agencies such as the LRDE and CSIO. They had come to the 
conclusion that these were at a level which prevailed in the world some years back and did not incor¬ 
porated latest developments which were crucial from the point of view of safety, reliability and maxi¬ 
mum assistance to the patient and to the doctor treating him. PIL pointed out that even though 
various agencies including EOL were claiming to be able to produce such equipments, the equip¬ 
ment continued to be imported. At the public hearing PIL’s representatives pointed out that even 
the Bhabha Atomic Research Centre, in spite of its close relations with ECIL, had recently ordered 
a Philips equipment from abroad instead of relying on equipment being produced by ECIL. Fear 
was exptessed that if PIL was not permitted to go ahead, imports of such equipments may continue 
for a long time. 
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4.17 These are indeed very important aspects which cannot be ignored in the txamincition of 
this proposal. As a result of its visits to (he designing and research organisations such as the LRDE 
arid the CSIO, and also producer organisatiens such as ECIL, Instruments and Chemicals, Cine Xray 
and Encardio Rite, the Commission however came to the conclusion that trie systems appioach and 
the modular design were not unknown to the Indian designers and producers of MEE. The equip¬ 
ment that was being designed was based on a full appreciation of these developments and incorporated 
these approaches. Regarding safety and reliability, the Commission find it difficult to believe that an 
organistion like ECIL, whicn is entrusted with the task of producing complicated equipments which 
are used in critical areas such as Atomic Power Reactors and various defence installations would 
not be able to ensure the necessary degree of safety and reliability in equipment produced by them; 
Tne Commission observed that the other producing and designing organisations were also quite cons¬ 
cious of the importance of these factors. As regards service the record of Philips and its world-wide ex¬ 
perience arc of course well known. At the same lime the fact tnat there is a feeling among a number 
of users that some of the foreign companies are over-charging the users in respect of service facilities 
cannot be ignored (see appendix X). It is true that these complaints relate to imported equipments. 
But we also heard some similar complaints about the companies which dominate in the production 
of other equipments such as X-ray. We also took into account the fact that ECIL has already es- 
tablithcd servicing facilities for various equipments marketed by it including domestic TV sets, In 
this connection, it is also important to note that the CSIO has organised a number of regional Miwico 
centres for the purpose of assisting various organisations in the proper maintenance and utilisation 
of electronic equipment. We also found that the other producing organisations were quite conscious 
of the importance of these aspects and had their own plans of providing these facilities. While we 
have little doubt that PIL would organise pre-sales and after-sales service in an appropriate manner 
as claimed by it, does not appear to us thtt ihis should be conudjred as a unique feature which PIL 
alone will hie capable of. 

4’18 One important point put forwaid by PIL is rc»a*di.i? tneir capuo lity to introduce, 
what they called state-of^tue-art technology and the introduction of ‘third generation’ MEE. Ob¬ 
jectors raised doubts about these claims at the public hearing. It was said that there is nothing like 
first, second and third generation in MEE. It was also claimea that Philips is not the best known in 
the MEE or other instrumentation electronics industry. PIL claimed that even if Philips was not 
among the top ones from the point of view of sales, it was certainly among the top foui in respect 
0 /technology. Some objectors as well as independent persons gave it as their opinion that Ph'lips 
was less in the forefront in this field as compared to other producers like Hewlett Packard. 

4-19 Whatever that may be, the real question is whether, when indigenous designing capa¬ 
bility has been able to develop know-how to a substantial extent, foreign know-how should be per¬ 
mitted to be imported only on the ground that it may include some features wnich are not as yet 
available locally. After all, this is a field in which most of the development has taken place during 
the last decade or so. It is not denied that the know-how that has been developed is at least not 
worse than what was available elsewhere in tne worla a few years back. At worst, therefore, there 
may be a few years’ gap between the know-how available in the cormtry on a purely indigenous basis 
and the know-how that could be imported by FII from their collaborators. In any case, it will take, 
according to PIL, 15 to 18 months frerntfe time they recrived all theclf;>ranees tcbfgin precuctiot). 
Thus it is unlikely iha. PIL will oe able to ma.krt any equipments in less *han two years from now. 
If-the designing and producing organisations in India continue to progress in this field, it would’not' 
be unreasonable to expect that it will not be long before they are able to catch up with the further 
developments that are taking place elsewhere. It has been claimed on good authority that the time 
gap in the technological know-how available in India and that available abroad in the field of elect¬ 
ronics is very short. There is no reason wny this gap should not be expected to be bridged within a 
short time in MEE as in other fields of electronics. This would be specially so as it is our firm impres¬ 
sion, based on the visits which we have paid to a large number of research and production organi¬ 
sations engaged in this field and the discussions we have had with a numoer of qualified Indian tech¬ 
nicians, entrepreneurs etc. that there is a wealth of capability available in the country for the deve¬ 
lopment of this field. Most of these persons apprehend however that, if PIL is permitted to enter 
the field, they would be able to overwhelm others as a result of the large import content of the equip¬ 
ments which they would market, the strong sales and service organisation which they alreaoy have 
and the various other advantages that a large existing organisation like PIL enjoys as against new 
and smaller agencies. The preference that many Indians unfortunately continue to have for foreign 
brand names will also, it is apprehended, work in the same direction. 

4-20 Thus while the MEE that may be introduced in the country on the basis of indigenous 
know-how may not be as up-to-date as what may be introduced by Philips, the possibility of contin-. 
uous development of such technology in India may be adversely affected if PIL's proposal is approved. 
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As regards PIL, it has hardly made any attempt up to now to develop any technical know-how in this 
field in India. It has not built up as yet a team of persons specially qualified m Bio-Medical Engi¬ 
neering. It has also not attempted to build any prototypes. Looking at the record up to now it is 
not unlikely that even in the future its R&D in this field would be confined to tackling the problems 
of in egration, i.e. the use of locally available materials and components in place of imported ones and 
such tadjustments and changes in the product designs as are essential for this purpose. For basic 
development of technology, PIL would probably continue to rely on its collaborators, viz., Phih'iw 
(Holland).* This possible long term impact on the development of indigenous technology in this 
field is an important factor to be kept in view when examining this question. 

4-21 An important point that came up in the public hearing in this context was that new and 
less established producers are usually in a better position to introduce latest technological develop¬ 
ments as compared to established producers because the latter have a vested interest in continuing with 
the old technology forsometime because of the investments they may have made in plant and machinery 
for production on the basis of that old technology. It requires a major adjustment or write off of 
existing plant for such producers to take to new technology. That is why it is not even unusual for 
monopolistic and well established producers to suppress new techniques and innovations 
at least till the time they find it economically convenient to use them. For example, it was claimed 
by Encardio Rite that they adopted the use of integrated circuits in certain instruments much before 
the better established producers like PIL. 

4-22 It may also be said that, from what we have seen of the equipments produced by ECIL 
and the prototypes prepared by CSIO, most of the essential features of the equipments proposed by 
PIL appear to be already incorporated in the development of indigenous know-how. It is possible 
that there will be some features which have not yet been developed. These may include features 
such as digital memory or non-fading displays. It appears to us that these arc not so critically 
important that for their sake PIL should be permitted to go ahead on the basis of foreign technical 
know-how. Moreover it is not unlikely that some of these features will be developed and incorpo¬ 
rated by indigenous producers/designers within a few years. 

4-23 As regards safety, while we have no reason to dobut the capability in this field of an 
organisation like ECIL, doubts may reasonably be expressed about the products of some of the smaller 
producers in this field. We understand that the Indian Standards Institution, already has a group 
working on the standards to be laid down for these equipments. The Government should request 
ISI to speed up this work and enforce the use of the prescribed standards in this field without ex¬ 
ception. That should take care of the safety feature which is certainly of great importance. As re¬ 
gards PIL’s claim that they will produce equipment which will satisfy international standards, we 
assume that whatever standards are considered suitable by international agencies such as the Inter¬ 
national Electro Technical Commission will be taken into account by the ISI before standards are 
set for Indian MEE. We understand that the standards which have been mcntioiled by PIL are 
draft standards which arc still under discussion by the International Electro Technical Commission. 

4-24 In view of these various points we do not think that PIL’s claim, that unless it is permitted 
to enter this field on the basis cf know-how obtained from its parent company, MEE of the required 
standards will not be produced in the country, can be upheld. 

PIL Vs. Small Scale Units 

4.25 The Development Commissioner; Small Scale Industries and a number of small scale 
units have objected to PII’s proposal on the ground that MEE is a field mainly suited for devtlop- 
ment by small scale units. It has been further pointed out that the investment by PIL on plant 
and machinery for the proposed project has been put only at Rs. 8 lakhs. If this's compared to 
the limit of Rs. 7.5 lakhs which is the limit of investment on plant and machinery to characterise a 
unit as a small scale one, it can conveniently be said that PIL is attempting to enter a field which can 
normally be developed by small scale units. It has also been stated that small scale units have al¬ 
ready been engaged in this line and they would be adversely affected if a large foreign undertaking 
such as PIL is permitted to enter the field. 

4-26 When thinking of the proposed investment by PIL for this project, it should not be 
iost sight of that this is merely the incremental investment; considerable facilities already exist with 
PiL for the production and assembly of various instruments. It is thus not correct to assume that 

* Moreover, like other large organisations, PIL may find it diflScult to constantly adopt its production to tech" 

nological improvements because of its commitments to existing technology through large imvestments in 

plant and equipment. 
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plants and equipment required by PIL for the proposed project are confined to what would be obtained 
with the investment of Rs. 8 lakhs. It is also not correct in our view to assume that the future develop¬ 
ment of MEE in India can be reserved for the small scale sector. While there may be certain items— 
cither whole equipments or particular components, sub-assemblies or modules—which could be econo¬ 
mically and defficiently produced by small scale units, it would certainly not be appropriate to reserve 
this whole field for the small scale. Taking into account the requirements of continuous R & D 
with emphasis on adoption and adoptation of new technological developments, the critical importance 
of quality control at all stages and the necessity for pre-sales and after-sales service, it would not 
be correct to assume that small scale units would always be in a position to satisfy all these 
requirements. We also find that some of the small scale units which are developing in this field are, in 
one way or another, parts of larger complexes; they are either owned by persons who own a number 
of other small scale units or have some contractual association for sales and other purposes with other 
larger complexc... This is probably essential in view of the said requirements regarding MEE as 
explained earlier. We therefore do not think that PIL’s proposal should be objected to on the 
ground that the production of MEE should be reserved for small scale units. In any case, the C^vern- 
ment has not adopted any such policy and large scale units including public sector undertakings like 
ECIL are entering this field. In our view this is quite appropriate. 

Import content 

4-27 We have already indicated earlier that Pit envisaged an import content cf 35 per cent 
of the ex-factory value of its production in the first year which will decline to 15 per cent in the fourth 
year. As compared to this, the expected import content of indigenous producers is very much lower. 
This may be due to number of factors. The very fact that PIL has not developed any design indi¬ 
genously and has not even produced prototypes is probably responsible for the fact that it expects 
such a large import content in its initial year of production. It is understood that iq equipment of 
this type, the cost of materials and components would usually constitute not more than 50 per cent— 
sometimes it is even claimed that it would be as low as 25 to 40 per cent—of the ex-factory value of 
the equipment. This would suggest that in the initial year the imported materials may constitute as 
much as 70 per cent (in terms of value) of the materials and components used in the equipment. In 
other words, initially it would be largely in assembling operation. Only gradually, as production is esta¬ 
blished and experience gained, would PIL anemp* to use indegenous components and these materials 
to an increasing extent. Even then it expects that the import content would stabilise at about 15 per cent 
of the ex-factory value, which would amount to at least 30 per cent of the total cost of materials and 
components that would be used in the equipments. This is a very high proportion indeed. De¬ 
pendence on foreign technical know-how would be the main reason for this high import content. 
Another reason may be the inclusion in PIL’s design of certain features which may involve the 
use of components which may not be produced in the country because demand for them may ^ very 
small and therefore their production may not economically organised indigenously. Permitting a pro¬ 
ject based on such high import content would not be beneficial from the point of view of possible drain 
on the country’s foreign exchange. A further objection would be that the preference that many 
consumers, as explained above, continue to have in favour of foreign equipment may also operate in 
favour of equipment largely based on foreign components, thus providing a handicap to the producers 
of equipment based wholly or mainly on indigenous components and materials. It would not o^ 
viously be desirable to permit such a handicap. 

4-28 PIL has pointed out that its estimate of import content was prepared in 1970 and that 
it was therefore based on the availability of components and materials at that time. Moreover, 
imports are permitted only after detailed scrutiny by Government. PIL’s representatives therefore 
pointed out that the high degree of import content assumed in their proposal need not be treated as 
a major objection to their proposal. The imports will be limited to whatever the concerned govern¬ 
mental authorities accept as necessary at the time imports are to be effected. We arc afraid, we are 
not convinced by this argument. It is true that the concerned authorities may be expected to exer¬ 
cise the necessary vigilance when import licenses arc granted. 

However, if PIL is permitted to go ahead with this project on the basis of know-how obtained 
from abroad, it would be quite legitimate for them to claim that the design that they would introduce 
would be the one which their collaborators consider to be the best, and based upon what they call 
the state-of-the-art in the world. This may require the use of components and materials which 
are not available in the country. It would obviously be illogical on the part of the Government to 
permit the import of a certain know-how and equipment designs on the tesis of this know-how, and 
then prevent the import of components and materials which are essential if that equipment is to ^ 
produced. It is possible that in between 1970 and now certain components and materials have come 
to be produced in India and to that extent the import content may be less. We are surprised that a 
company with the resources which PIL has rests content with estimates prepared in 1970 when the 
proposal was first mooted, and finds itself unable to update such estimates even for the purpose of 
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a detailed enquiry such as the present one. We do not think it appropriate to give the benefit of 
doubt to the PIL on this consideration. Moreover, if the 1970 estimate has not been updated, it would 
be related to the state-of-the-art as it existed in 1970. As PIL expects to introduce up-to-date tech¬ 
nology now, it is not unlikely that such equipment requires materials and components which have 
only recently been developed abroad and will therefore have to be imported for some years to come. 

Net Foreign Exchange Effect 

4-29 Earlier in the Report, we have already indicated the record of PIL in terms of the effect 
of its operations on the Indian economy. It has been shown therein that the net effect of the working 
of PIL up to now has been that, as compared to the capital invested by Philips (Holland) in PIL, 
remittances out of the country in terms of dividends, royalties and technical assistance fees have been 
very large. If the present proposal is approved the same trends would be further intensified. As the 
capital requirements for the project are quite small, PIL would have no difficulty in finding the neces¬ 
sary finance for it. No additional equity will have to be issued and therefore no dilution of foreign 
equity would result from implementing this project. At the same time, there would be some subs¬ 
tantial outgo of foreign exchange. In addition to plant and machinery worth Rs. two lakhs which 
would be imported for the project, raw materials of the value of Rs. 37.35 lakhs are proposed to be 
imported in the first four years. For obtaining the technical know-how a lumpsum pay^nt of Rs. 
7.^ lakhs will be made. In addition, royalties will have to be paid at the rate of 5 %, and this would, 
on the basis of the estimated turnover, lead to a remittance of Rs. 10.05 lakhs, if the project as 
proposed by PIL is approved, there would be thus be a foreign exchange outgo of Rs. 56.90 lakhs in 
the first four years and of Rs. 15 lakhs annually thereafter. This foreign exchange outgo will be 
in addition to whatever addition is made to the profits of PIL and therefore to the foreign exchange 
remittance to the parent company. 

Possible PIL Monopoly 

4-30 As already mentioned earlier in the Report, one of the reasons why most of the inten¬ 
ding Indian producers including ECIL have obj^ted to PIL’s entry into this line is their fear that such 
entry is likely to force them to the wall. This is partly due to the apprehension that the demand for 
MEE proposed to be produced by PIL is likely to grow much moie slowly than what has been assu¬ 
med by PIL based upon the estimate prepared for the Electronics Commission by the special Panel. 

4.31 The following table gives data about the Panel estimate regarding the demand for some 
of the MEE proposed and the quantity proposed to be produced by PIL in the same period of five 
years—1974 to 1979: 

TABLE 30 


Estimated Demand and Proposed Production Programme by PIL 



Item 

IPAC 

Estimate 

PIL’s 

estimated 

production 

3 as % of 2 


1 

2 

3 

4 

1. 

Portable Intensive care equipment for mobile vane 
(including defibrillator, ECG, respirator, monitor) 

100 

30 

30% 

2. 

Electrocardiograph. 

8,000 

500 

6% 

3. 

Respirator. 

1,000 

220 

22% 

4. 

Diathermy (Surgical & Physiotheraphy) • 

5,000 

270 

5% 

5. 

Defibrillator (D.C.). 

2,500 

220 

8% 

6. 

Pacemaker (External/Internal) .... 

5,000 

220 

4% 

7. 

Stimulator. 

2,000 

270 

14% 

8. 

Cardiac Monitor. 

1,000 

500 

50% 

9. 

Intensive Care Unit ...... 

100 

65 

65% 


Source:—Ihc applicant company. 
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4.32 These data show that PIL’s project will dominate the market for some of the hems such 
as Intensive Care Units, Cardiac Monitors, Portable Equipment and Respirators. Moreover PIL’s 
proposal is so formulated that once these capacities are permitted to be created, expanding them 
would be quite easy. Firstly, the capacities have been indicated on a one shift basi:. so that merely 
by adding a shift the capacities can be doubled. Moreover, in production of the^ types of equipment, 
where assembling a number of components and sub-assemblies mainly constitutes the production 
process, capacities can be expanded with only a little addition to plant and machinery. That PIL 
has given only a very rough approximation of what it thinks it will be in a position to produce under 
the proposed project is indicated by the fact that there appeals to be considerable flexibility regarding 
the various figures submitted by it. In Table 17 above the details about different modules proposed to 
be produced i s a part of the various types of equipment have been given. These are obviously rough 
approximations as no one can be certain as to which combinations of modules would be wanted in 
what numbers for different assemblies such as cardiac monitoring equipment, patient monitoring 
equipment and anaesthesiology equipment. Moreover, some of the modules or at least some sub- 
assemblies for them may be farmed out by PIL to other producers. As a matter of fact, PIL has 
indicated its intention to do so. It will therefore not at all be difficult for PIL to increase its out¬ 
put of various modules and equipments, if required, without much additional investment of notice. 
The objection raised by vaiious parties that its figures of turnover are misleading has already been 
mentioned earlier. According to the figures given by PIL an aveiage monitoring equipment in the 
first year would cost on an average Rs. 17,000—and this in spite of the fact that the import contene 
at this time would be 35%. The proposed prices of PIL’s equipment and the import prices (c.i.f.) 
of similar equipment are given in Table 31 below; 


TABLE 31 


Comparison of proposed prices of Pit's equipment with CIF prices of imports 




Philips 

proposed 

prices 

Rs. 

Prices of* 
imported 
equipment 
Rs. 



1 

2 

1. 

E.C.G. Module . 

3,300 

5,550 

2. 

ECG/PP.. 

6,600 

5,490 

3. 

Widened Q.R.S. Module ....... 

3,400 

5,400 

4. 

Premature QRS Module ....... 

2,700 

5,400 

5. 

Counter Module ......... 

1,800 

2,250 

6. 

Single Channel non-fading cardioscope. 

7,550 

13,100 

7. 

Two channel non-fading cjrdioscope ..... 

10,300 

17,250 

8. 

Single meter module ....... 

1,800 

2,025 

9. 

Two meter modulo 

2,450 

2,210 

10. 

A/V Blood pressure Module ....... 

1,500 

5,850 

11. 

Venous Blood Pressure Module 

3,700 

4,200 

12. 

Defccit Module ......... 

2,050 

2,400 

13. 

Elapsed time module ....... 

1,850 

2,025 

14. 

4 Channel cardioscope ....... 

7,500 

18,000 

15. 

6 Channel static parameter display. 

6,800 

19,500 

16. 

Alarm recorder. 

5,959 

15,900 

17. 

Respiration module. Adult ....... 

2,400 

2,250 

18. 

Respiration module, paediatric ••••••• 

2,850 

2,850 

19. 

Delay module ■ .. 

2,800 

8,250 
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TABLE i\—Contd. 





1 

2 

20. 

Temperature difference module. 


1,650 

2,850 

21. 

Synchronised D.C. Defibrillator • • 


4,050 

18,000 

22. 

Battery operated defibrillator. 


4,900 

19,500 

23. 

Pace maker, external/internal. 


1,800 

6,750 

24. 

Respirator (Ventilator) . 


5,700 

10,080 

25. 

Short wave diathermy apparatus. 


4,250 

17,400 

26. 

Micro wave diathermy apparatus. 

• 

4,750 

18,600 

27. 

Muscle stimulator. 

• 

700 

2,400 


•Q>nvcrted @ Rs. 3 per Hfl. by the Company 


Source : Applicant Company. 

4.33 Looking pt these prices for an averagp equipment, Rs. 17,000 appears to be somewhat 
small an amount to accommodate the minimum modules required in an equipment and also some 
central stations and related equipments to go with them. PIL has explained that all these are 
very approximate figures and anyway they have not been revised after 1970. While we are surprised 
that PIL has thought it fit not to work out, even on an approximate basis, mere upto date figures 
for consideration by the Commission, th least that can be inferred from this approach is that these 
figures need not be taken very seriously and that PIL would have a great deal of flexibility in developing 
its production as it finds suitable according to the development of the market and its competitive abi¬ 
lity. There is therefore much substance in the fear felt by the fully indigenous manufacturers that 
once PIL is permitted entry into this field it will be in a position to obtain a predominant if not a 
monopoly position and thus make the continued existence of the indigenous producers difficulty. 

Will Imports Continue? 

4.34 PIL itself and also a number of other interested persons have expressed apprehension 
that, if PIL’s propos?! is not accepted, imports of MEL of the proposed type may continue. At the 
public hearing, representatives of PIL pointed out that while a number of objections had been raised 
to their proposal, no serious effort had been made by those who claim to be producing such equip¬ 
ment to stop imports. Imports were not only continuing but increasing and they were freely permitted 
on the basis that the proposed equipments arc required for life saving purposes. It has been pointed 
out to us that if the production of these equipments by other producers does not develop rapidly, 
or if the medical profession is not satisfied with the safety, reliability and other technical qualities 
of the equipment produced, imports may continue. It has been pointed out that the patents or pros¬ 
pective patents as well as their relatives belong to a very influential section of the population. If 
their medical advisers are not satisfied with the equipments available in the country they will make 
sure that imports of equipment continue to be permitted. Imported equipments not merely initially 
cost a great deal in terms of foreign exchange but their maintenance involves a continuous outflow of 
foreign exchange. Moreover, the difficulties and time lags in importing components and spares re¬ 
sult in much of the equipment remaining idle for quite some time, thus unnecessarily locking up 
valuable capital. It has thcretorc been suggested that PIL’s proposal should be accepted in order 
to obviate such a possibility. 

4.35 We appreciate that this is a real danger. While we have been impressed by the capability 
as well as the interest shown by a number of small and medium organisations in developing the pro¬ 
duction of these equipments, it is necessary to be certain that at least a few large concerns are 
genuinely proposing to enter this line of production so that the country can be sure of producing qua¬ 
lity ^uipment in the near future. We specifically asked the leprescntatives of ECIL at the public 
hearing whether the production of medical electronic equipment is one of the developments that ECIL 
is committed to undertake as a part of its immediate development programme. We were publicly 
assured that ECIL expects to produce equipment worth Rs. 50 lakhs in 1974 and about Rs. 100 lakhs 
in 1975. Another large concern, Mahindra & Mahindra, has also indicated its interest in develop¬ 
ing this line. These facts together with the capability and interest shown by a number of small pro¬ 
ducers suggest that, even if PIL is not permitted to proceed with this proposal, it will not be neces¬ 
sary to continue import';; production of the equipments will be established in India in the near future. 
As a matter of fact, it will be necessary to curtail imports if local production is not to be handicapped. 
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Unless imports of these equipments are taken off the free list and subjected to a heavy import duty 
in the first instance and an import ban a little later, the indigenous production of these equipments will 
be as handicappted as it may be if PIL is permitted to undertake this line of production. 


Export Oriented Production? 

4.36. The Guidelines regarding Industrial Licensing Policy have indicated that export-orient¬ 
ed projects may be treated on a somewhat different footing from projects mainly oriented towards 
satisfying the domestic market, specially in the case of foreign companies and Larger Houses. We 
enquired from PIL whether they had examined the possibility of making their proposed project an 
export-oriented one. Electronics being an industry in which skilled labour constitutes a major in¬ 
put, and India having a wealth of skilled labour available at comparatively low prices, it might have 
been thought that PIL, as a subsidiary of Philips (Holland), could think of making India the base for 
certain lines of electronics production for meeting world demand. PIL, however, pointed out that 
while the possibility of developing exports at a later date could not be ruled out, it was not possible 
at this stage to make any ccmmiiment in this regard. It is first necessary to establish production of 
this new line in the country on a firm footing. The possibility of establishing production of the re¬ 
quired quality had to be first proved; only then would it be possible to explore the prospects for 
exports. Of course, as we have already pointed out, PIL’s record of exports for the past has not been 
particularly good. The exports have not been very large as compared to domestic sales and they 
have been effected at prices which do not bring significant net benefit to the national economy. With 
this record of past behaviour, one cannot be very certain that PIL would be interested in or capable 
of establishing such new lines on the basis of export orientation in such a manner as to obtain signi¬ 
ficant benefit to India’s economy. 


CHAPTER V 

CONCLUSIONS AND RECOMMENDATIONS 

5.01. In making our recommendations we have to be guided by the considerations indicated 
in Section 28 of the MRTP Act. Our analysis shows that the creation of the proposed capacity by 
PIL docs not appear to be necessary to achieve the production of MEE to meet the expected require¬ 
ments of demand. It is doubtful whether PIL would be able to develop the production of this equip¬ 
ment in the most efficient and economical manner from the point of view of India’s national economy 
in that they appear to project an import content which is unnecessarily high and the net impact 
by way of foreign exchange remittances is likely to be adverse. It has been claimed that the entry 
of PIL in this field would however ensure that the best technology avaihble in the world will be intro¬ 
duced in the production of the proposed products and that this will also help through competition to 
ensure that other producers maintain a high quality of production. In this connection, it has also 
been pointed out that import of technology should not necessarily be considered undesirable; even 
technically and economically advanced countries such as Japan or the USSR have permitted import 
of technology in particular lines in recent years. We appreciate this argument and admit that there is 
nothing wrong m importing technology where such import is found to be essential. Our examination 
of the development of technology in the field of Medical Electronics Equipment however indicates 
that the development of technology in this field by indigenous sources has been quite commendable 
and the technical know-how indigenously available is not, if at all, more than a few years behind the 
best that is available in the world. A few indigenous enterprises have also been permitted to import 
some technology—but they are expecting to develop production on the basis of Indian capital. More 
than one source of technical know-how has developed in the country itself. In view all of these con¬ 
siderations, there need be no fear that there would not be enough competition for effecting continuous 
technological improvements in this field. At the same time, there are weighty arguments to show 
that permitting PIL to enter this field is likely to throw cold water on the efforts that have been made 
by various research and productive organisations for developing know-how in this field. Such entry 
may therefore have an adverse effect in the long run on the indigenous development of technology. 
There is also sufficient evidence to show that PIL’s entry in this field is likely to discourage the develop¬ 
ment of new enterprises and even put the entire body of existing enterprises in the field in jeopardy. 
Approving the proposed expansion of PIL would therefore go countei to the consideration indicated 
in Section 28(e), viz, the encourage new enterprises as a countervailing force to the concentration of 
economic power to tlie common detriment. There are no balancing considerations in the proposal 
as put forward by PIL which would make it worthwhile for this proposal to be recommended. 
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5.02. It is sometimes found that while the proposal as put forward by the applicant Company, 
may not be worthwhile recommending for approval, with the imposition of certain conditions which 
modify the proposal in various respects, the proposal may on balance become acceptable. We examined 
the possibility of such modifications. One important modification would have bwn to make the pro¬ 
posal export oriented. The applicant company has however not shown readiness to accept such an 
approach. Moreover, in order to ensure that PIL’s entry into this line does not adversely affect the 
development of local enterprises and technology it would be necessary to ensure that only a small 
pari: of the output, say about 20 per cent, is permitted to be marketted in the country, the remaining 
being exported. A further consideration is that our examination of the records of exports effected 
by PIL in the past shows that the net benefit gained by the Indian economy from the exports that have 
been effect^ by PIL in the past is somewhat doubtful. In view of all these considerations we have 
come to the conclusion that there is no likelihood of modifying this proposal in a manner so as to 
make it acceptable. 

5.03. Another question examined by us was whether even if all the proposed equipments 
need not be permitted to be produced, some among them could be permitted, especially taking into 
account the prospects of development of various equipments by other Indian manufacturers in the near 
future. We specially examined this question regarding respiratory and anaesthesiology equipment, 
as certain types of this equipment have not yet b^ developed sufficiently by designing or producing 
organisations in India There is already a certain degree of monopoly enjoyed in this field by ano¬ 
ther foreign subsidiary, viz., Indian Oxygen. Our difficulty in adopting such a selective approach is 
that module.! of the patient monitoring equipment, cardiac monitoring equipment and respiratory 
and anaesthesiology equipment as well as some of the items required for cardiac therapy are inter¬ 
changeable. It would therefore be unrealistic to permit the production of some of these and not 
others. From the techno-economic point of view, it would not make sense unless permission is grant¬ 
ed to all of these or none. The only equipment that is essentially diffierent from these other types is 
physiotherapy equipment. This is more akin to X-ray equipment rather than to the equipment 
required for monitoring or anaesthesiology. We find that an industrial licence earlier granted to 
PIL for the production of X-ray equipment was not implemented. We do not know whether PIL 
would find it worthwhile to undertake the development of physiotherapy equipment by itself. It 
would probably be more appropriate to think of such equipment if there is a larger proposal for 
various related equipments. 

5.04. In conclusion therefore it is our recommendation that the proposal made by PIL for 
setting up of a new un^rtaking for the production of various medical electronic equipments should 
not be approved. At the same time we recommended that— 

(i) Government should ensure that the standards to be set by the ISI for MEE are enforced 
on all MEE manufacturers on a compulsory basis; 

(ii) all MEE manufactuers should also be obliged to provide proper facilities for training of the 
mya ifa d and para medical personnel in the use of MEE, and for efficient and economical servicing; 
and that 

(iii) free unrestricted imports of MEE of the above mentioned types should be stopped as soon 
as production of these is established in the country in the near future, through import duties in the 
initial stage and import bans later. 


(Sd.) 

(JUSTICE J. L. NAIN) 
Chairman 

(Sd.) 

(H.K. PARANJAPE) 
Member 


New Delhi, 

the 30th October, 1974 


(Sd.) 

(H.M. JHALA) 
Member 
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Appendix I 

List of the Persons who attended the Public hearing in the case of Philips India limited for the MmU' 

facture of Medical Electronic Equipments 


SI. 

No. 

Name & Address 


1 


2 




Applicant Company 


1. 

Shri V. Ramamrutham, 

Phillips India Limited. 


2. 

Vice Admiral B.A. Samson 

do. 


3. 

Shri S. Pandit 

■ do. 


4. 

Shri S.B. Chitre 

do. 


5. 

Shri A.G. Vaidya 

do. 


6. 

Shri S. Siinivasan 

do. 



Government Representatives 

7. Shri K.N. Ramaswamy, Industrial Adviser, D.G.T.D. 

8. Shri P.V. Mamtnen, D.G.T.D. 

9. Shri G. Soni, Jt. Director, Deptt. of Electronics. 

10. Shri S. Ranganathan, ISO, Deptt. of Eletcronics. 

11. Shri P.K.. Bhargava, SSI, Deptt. of Electronics. 

12. Shri B. Majumdar, Industrial Adviser, D.C.S.S.I 

13. Shri Ajit Kumar Basak, Director (Electronics), Office of the D.C.S.S.I. 

4. Shri P.C. Malhotra, Dy. Director (Electronics) D.C.S.S.I. 

Objectors 

15. Shri C.S. Siinivasan, ECIL. 

16. Brig. B. Seshamani, ECIL. 

17. Shri C.G. Subramaniam, N.R.D.C. of India, New Delhi. 

18. Shri M.P. Bhatnagar, N.R.D.C. of India, New Delhi. 

19. Shri S.K. Mangal, C.S.I.O. Chandigarh. 

20. Shri Amod Gujral, Director, Encardio-Ritc Electronics Pvt. Ltd., Lucknow. 

21. Shri A.P. Jolly, Director, Instruments and Chemicals (P) Limited, Ambala. 

22. Shri M.N. Amin, Chief E'cccutivc, Mitronics Corporation, Sonawala Cross Road, Bombay. 

23. Surgeon Commander A.K. Deb, Med. Eng. Division, LRDE, Bangalore. 

24. Shri P.K. Mantri, Electromedicals, Indore. 

25. Shri S.N. Trivedi, Kundasons (P) Limited, New Delhi. 

26. Shri S.J. Chandriani, International Radio & Television, Udhana. 

27. Shri K. Prasad, Cinexray Manufacturers, Bombay. 

28. Shri Alok Maxumdar, Breathing Equipment Company, New Delhi. 

29. Shri J.K. Paul, Breathing Equipment Company, New Delhi. 


Sr. Date of Applied to Particulars of the Product Rejected vide Reasons for rejcctioa 

No. applica¬ 
tion 
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12-10-70 Do. Transistorised Mine Detectors Letter dated 18-5-74 from SIA. The item of manufacture is itserved for the 

(COB). public Sector under the Industrial Policy 

Resolution. 
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Appendix ITT 

Classification of Medical Electronics Equipment 

(1) Patient Monitoring system 

* 1. Multi-Bed installations 

*2. Intensive care and coronaiy care units (ICU/CCU) 

3. Operating rooms. 

(2) X-Ray and Diathermy Units 

1. Diagnostic X-Rays. 

2. Therapeutic X-Rays. 

3. Image intensifiers. 

4. Colour X-Ray system. 

5. TV Monitors, Cine systems. 

(3) Computers in Medicine 

1. Statistical analysis. 

2. Individual laboratories (digital). 

3. Analog computers 

4. Computer servile bureaus 

5. Multiple access schemes. 

(4) Neurophysiology 

1. Electroencephalographs (EEG). 

2. Electrodes 

3. Wave Analysers 

4. Photic Stimulators. 

5. Brain Polarizer 

(.5) Surgery 

1. Eelectrocautery 

2. Diathermy 

3. Arc scalpel 

4. Lasers 

5. Cryogenic probes 

6. Ultrasonics 

7. Medical emergency lamps (shadowless). 

(6) Cardiological Equipments 
*1. Electrocardiographs 
*2. Electrocardioscopes 
•3. Cardiac pacemakers 
*4. Stimulators 
♦5. AC/DC Defibrillators 

6. Heart Lung Machines 

7. Blood flow meters 
*8. Cardiac output 

9. Oximeters 

10. Stethoscopes 

11. Phonocardiographs 

12. Vectorcardiographs 

13. Ballistic Cardiographs 

14. Oxygen tents. 
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(7) Lung Function Analysers 

1. Respiratory gas analysers 

2. Blood gas analysers 

3. Recording spirometers 

4. Integrating Pheunotachographs 

5. Impedance Pheuomographs 

(8) Electrophysiology 

1. Multichannel recording 

2. Biological amplifiers 

3. Stimulators 

4. Times 

5. Electrodes 
*6. Diathermy 

7. Myograph 

(9) Artificial Organs 

1. Artificial Kidneys 

2. Artificial hearts 

3. Artificial limbs 

4. Visual aids 

5. Hearing aids 

6. Artificial larynx 

(10) Radisoiotope Techniques 

1. Counters 

2. Protection monitors 

3. Scanners 

4. Scintillation counters 

5. Neutro guns 

(11) Pathology & Biochemical Laboratory 

1. Auto analysers 

2. Blood cell counters 

3. Spectro photometers 

4. Calorimeters 

5. Flame photometers 

6. Mass spectrometers 

7. NMR spectrometers 

8. EPS spectrometers 

9. Gas chromatography 

10. Fluorometers 

11. Electrophoresis 

12. Electron microscope 

13. Tissue processor 

14. PH meters 

(12) Miscellaneous 

1. Radio telemetry 

2. Data recorders (multichannel) 

3. Electrical anaesthesia 

4. Audiometers 
29—7 M of U&CA/ND/79 
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5. Premature baby incubators 

6. Fetal pulse detector 

7. Desimeters 

8. Portable ECG 

9. Echo encephalograph 

10. Blood pressure transducer 

11. Stammer suppressor 

12. Dial thermometers 

13. Ultrasonics fetal monitor 

14. Elecrophoresis 


•Items that Philips India proposes to manufacture. 

Source :—The applicant Company (from IPAG Analysis Repoit-25). 


Appendix IV 

List of Objectors to the PIVs proposal 

1. M/s. International Radio & Television (P) Ltd., Malabar View, Chowpatty, Bombay. 

2. M/s. Cinexray Manufacturers, Malabar View, Chowpatty Seaface, Bombay-7. 

3. M/s. Electromedicals, 24, Palasia, Bombay Agra Road, Indore. 

4. M/s. Instruments & Chemicals (P) Ltd., Model Town, Ambala. 

5. M/s. Jambotkar Enterprises, Anand Niwas, 164/C, Dr. Ambedkar Road, Dadar, Bombay. 

6. M/s. Techno Electronics, Forsyth Road, Lalbag, Lucknow. 

7. M/s. Encardio-Rite-Electronics (P) Ltd., Avanti, Fyzabad Road, Lucknow. 

8. M/s. Kemtronics Devices (P) Ltd, B. 14, N.D.S.E. II, New Delhi. 

9. M/s. Breathing Equipment Company, C. 148, Greater Kailash-I, New Delhi. 

10. British Physical Laboratories (P) Ltd., 9, M.G. Road, Bangalore. 

11. M/s. Kundansons India (P) Ltd., S. 2, Green Park, New Delhi. 

12. Mahindra & Mahindra (Electronics Division), Gateway Building, Appollo Bunder, Bombay. 

13. M/s. Iscomed Industries (P) Ltd., 4-India House, W.H. Marg, Mullund, Bombay. 

14. M/s. Electronics Corporation of India Ltd., Industrial Development Area, Cherlapalli, 
Hyderabad. 

15. M/s. Indo Burma Petroleum Co. Ltd., Hindustan Times House, 18-20, Kasturba Gandhi 
Marg, N. Delhi. 

16. The Electro-Medical & Allied Industries Ltd., 4/2, B.T. Road, Calcutta. 

17. M/s. Neo Pursuits, Plot No. A. 19, Block H, Pimpri Industrial Area (Mide), Poona. 

18. M/s. Meditronics, 1433-A, Shukhrawar Peth (New), Telpule House, Poona-411002. 

19. M/s. Anaesthetics, 16, Vakhania Industrial Estate, First Floor, Ram Mandir Road, 0pp. 
Swami Vivekananda Road, Gonegoan (West), Bombay. 

20. M/s. Khushwaquat Industries, Rewari. 

21. M/s. Electronic Industries Association, 1203, Prasad Chamber, Tata Road, Bombay. 

22. Shri T.G. Krishna Murthy, Bio-engineer, 24, Shanthi Kutir, 15th Cross Road, Bangalore. 

23. M/s. Electronics & Radar Development Establishment, High Grounds, Bangalore. 

24. M/s. Central Scientific Instruments Organisation, Section 30, Chandigarh. 

25. The National Research & Development Corporation of India, 61, Ring Road, Lajpat 
Nagar-III, New Delhi-l 10024. 
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Appendix V 


List of MEE Developed by some of the Research Laboratories and Manufacturing Units in the Country 


SI. 

No. 

Name of Establishment/Units 

Details of the instruments developed 

(1) 

(2) 

(3) 


1. Electronics and Radar Development Establish- 1. Patient monitor System for the simultaneous 
ment, P.O. Box. No. 5108, High Grounds, Ban- monitoring of upto 4 patients at a time in a 
galore-1. console: 


(a) 4 Heart Rate Meters, with High and Low 
Alarms. 

(b) 4 Temperature rate meters (Also called 
Electronic Thermometer). 

(c) 4 Respiration Rate meters (Also called 
Electronic Respiration Rate Meter). 

(d) Automatic electronics, Timeshared, pro¬ 
grammed indirect Blood Pressure Unit 
for all the 4 patients. 

(e) 4 Channel Electrocardioscope (Also cal¬ 
led cardioscope. Cardiac Oscilloscope, 
ECG monitor). 

(f) One automatically time-shared Electro¬ 
cardiograph (Automatrcally triggered to 
start with alarm) (Also called ECG ma¬ 
chine). 

2. Anaesthesia Monitor System, incorporating: 

(a) ECG Recorder (Also called ECG machine). 

(b) Electrocardioscope. 

(c) Heart rate meter with presetable High & 
Low Alarm. (Also called cardiotacho- 
grap). 

(d) Automatic and repeated BP recording 
system. 

(e) Blood PCOg. 

(0 PO* 

(g) PH meters. 

3. Cardiac Care System, incorporating— 

(a) Electrocardioscope (Also called Heart/ 
ECG Monitor). 

(b) Electrocardiograph (Also known as ECG 
machine). 

(c) Heart Rate Meter with High and Low 
Alarm (Cardiotachograph). 

(d) Internal/Extemal/Cardiac Pacemaker with 
demand system (Also known simply as 
Pacemaker). 

(e) Internal/Extemal DC Defibrillator with 
synchroniser (Also known as Cardio- 
vertor & Defibrillator). 

4. Internal/External synchronised/Manual DC 
Defibrillator (Also known as Cardiovertor) 

5. Internal/External/Transvenious Cardiac 
Pacemaker (Also known simply as Pace¬ 
maker). 
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Appendix V- 

_ _ 


2. Central Scientific Instrumsnts Organisation, 
Sector 30, Chandigarh-20. 


3. Instruments and Chemicals Pvt. Ltd., Ambala 

4. Breathing Equipment Private Limited Com¬ 
pany, C-148, Greater Kailash-I, New 
Delhi-48. 

5. Encardio-Rite Electronics Private Limited, A-5, 
Industrial Estate, Talkatora Road, Lucknow-5. 

6. All India Institute of Medical Sciences, New 
Delhi. 


7. Electronics Corporation of India Limited, 
Industrial Development Area, Cheriapalli, 
Hyderabad-40 (A.P.) 

8. Kemtoronics Devices (P) Limited B-14, NDSE, 
II, New Delhi. 

9. Am esthetics, 16, Vakharia Industrial Estate, 
1st Floor, Ram Mindir Road, Off Swami Vivc- 
kanand Road, Goregaon (West) I, Bombay. 

10. Jambotkar Enterprises, Anand Niwas, 164/C, 
Dr. Ambedkur Road, Dadar, Bombay. 

11. Electromedicals, 24, Palasia, Bombay Agra 
Road, Indore. 


-Contd. 

(3) 

6. Spectral Phenocardiogiaph (Also known as 
Phonocardiograph). 

7. Electrosleep Apparatus (Also known as 
Electronarcosis Apparatus). 

1. AC Defibrillator 

2. Telethermometer 

3. Pulse Monitor with Alarm 

4. Therapeutic/Diagnostic Unit. 

5. Biological Pre-amplifier 

6. Stimulators. 

(i) Student Model 

(ii) Transistoiised 

(iii) Research type 

7. Pacemaker 

8. Respiration Minotor for babies. 

9. ECG Simulator 

10. Medical Industrial T.V. 

11. Cardiac Minitor 

12. Patient Monitoring System 

13. Operational Amplifiers 

14. Foetus Monitor and Foetus 

15. Heart rate Monitor. 

Patient Monitoring Units. 

Respirators & Anaesthesia Equipment. 

Portable Patient Monitor. 

1. Electrical Impedance Plethymograph 

2. Electro-Magnetic Blood Flow Meter. 

3. Pressure Transducer and Signalling Unit 
Meter. 

(1) Cardiac Monitoring equipment. 

(2) Patient Monitoring Equipment 

(3) Cardio and Physio Therapy Equipment. 

Cardiac Pacemakers. 

Respirators and Anaesthesiology Equipment. 


Respirators and Anaesthesiology Equipment. 

(1) Cardioscope. 

(2) Heart Rate Alarm Unit. 

(3) Electrocardiograph. 

(4) D.C, Defibrillator. 

(5) Duo Monitor. 
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Appendix VI 

List of the Parties who have been issued letters of intent in MEE 


S.No. Name of the Unit Particulars of item Licensed 

capacity 
per annum 
(inNos.) 

0)_(^)_(3)_ (4) 

1. Kundansons (India) Private Ltd., Green (i) Heart rate cardioscope and 150 
Park, New Delhi. Cardioscope. 

(ii) Synchro Triggar Defibrillators 150 

(iii) Demand pacemakers 150 

(iv) Heart rate meters 150 

(v) Recorders 200 

(vi) Dual and multi channel Re- 150 

corders. 


2. British Physical Laboratories (India) (i) Channel polygraphs 50 

Limited, 9 MG Road, Bangalore. ,... , . , , 

® (ii) Internal pacemakers 200 

(ui) Portable external pacemakers 100 

(iv) D.C. Defibrillators 100 

(v) Intensive care unit 12 

(vi) Multi Channel Cardiograph 30 

(vii) Cardioscope 30 

(viii) Combination recorders 30 

3. Mahindra & Mahindra Limited, Bombay. Foetus Monitors 500 

4. Hedge & Sheshmoorthy Karnad Villa, (i) Electrocardiograph 30 

Mulki, South Kanara Dist. Karnataka State (ii) Heart rate meter 20 

(iii) Respiration rate meter 20 

(iv) Hearing aids 500 

(v) Cardiac pacemaker 50 

(vi) Blood flow late meter 20 

(vii) Intensive care unit 10 

(viii) Cardiac care unit 10 

(ix) Fetal ECG Monitor 10 

(x) Anaesthesia Monitoring unit 100 

(xi) Electroencephalograph 100 

5. Iscomed Industries Private Limited, Bombay (i) Electro Surgical unit 100 

(ii) Single & dual speed ECG appa- 100 

ratus 

(iii) Heart pacer 50 

(iv) Heart defibrillator 50 

(v) Vacuum aspirator 200 

(vi) Hydrauhc Operation table 100 

(vii) Respirators 50 

(viii) Shadowless lamp large 100 
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Appendix Yl—Contd. 


(1) 

(2) 

(3) 

(4) 

6. 

Mulchandani Electricals & Radio Indus- 

Cardiac Pace Makers 

100 


tries Ltd., Bombay. 



7. 

Electronic Research Private Ltd., Bangalore 

(i) Cardioscope 

1 



(ii) Phonocardiograph 

L Rs. 25.00 



(iii) Ultrasonic therapy equipment 



Source—The DGTD 

Appendix VII 


List of Medical Electronics Modules and Sub-Systems Manufactured and Proposed to be Manufactured 

at ECIL, Hyderabad. 

Cardiac Monitoring Equipment and Accessories thereof 

(a) Modules 
ECG module 

ECG/Peiipheral pulse module 
Widened QRS module (Arrhythmia) 

Premature QRS module (Arrhythmia) 

Counter module (for Arrhythmia beat counts) 

Single channel non-fading cardioscope 
Dual channel non-fading cardioscope 
Blood pressure module for arterial/venous pressure 
Deficit module (for monitoring differences between rates). 

Elapsed time module (for elapsed alarm time) 

Modules for one meter with/without alarms 
Module for mounting two meters with/without alarms 
Module for digital display of one parameter with alarm 
Module for digital display of two parameters with/without alarms. 

(b) Display!Selector subsystems 

** Recorder selector for visual/audible alarm indication 
♦* Display selector for switching 8 parameters to display units 
*♦* ECG alarm recorder 

** Multiparameter display unit for display of six slowly changing parameters 
** Four channel cardioscope for central station 
** Six channel cardioscope for central station 

Accessories 

* Mains frame for mounting modules, with power supply 
•* Transducers—pulse, pressure 

* ECG electrodes 

* Junction boxes/pick-up boxes/cables/wall mounts 

2. Patient Monitoring systems and accessories thereof 

In addition to the modules/sub system mentioned under 1(a) and (b) the follow in g' 
additionally will be included. 


1 . 

* 

* 

*** 

*** 

*** 

* 

* 

* 

** 

** 

♦ 

* 

*« 
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** (a) Respiration module, adult 
** Respiration module, paediatric**"' 

** Temperature module 

*** Temperature difference module (for monitoring differences) 
*** Delay module (for delaying signals) 

(b) Display System 
** 8 Channel cardioscope 

Accessories 

** Temperature pick-up 
** Respiration pick-up 
** Mains frame 

** Pick-up boxes/Junction boxes/cables/wall mounts. 


3. 


4. 


Cardio-Physiotlierapy equipment and accessories 

* (a) Cardiac Resuscitation Consoles (mains operated) consisting of: 

* Synchronised DC defibrillator 

* ECG Alarm recorder 

* External/Internal Pacemaker 

* Cardioscope/Heart rate meter 

(b) Mobile, battery-operated resuscitation console consisting of: 

* Portable DC defibrillator 

* ECG alarm recorder 

* Pacemaker, intemal/external 

* Cardioscope 

**** (c) Shortwave diathermy unit, 200 watts for physiotherapy 
**** Shortwave diathermy unit, 500 watts for physiotherapy 
**** Microwave diathermy unit, 200 watts 

* Muscle stimnlator 

Respiration & Anaesthesia Equipment 
***** Respirator (ventilators minute volinne dividing type) 

***** Respirator (ventilator tidal volume type) 

***** Anaesthesia unit, 

***** Humidifier for respirator 

***** Compressor for respirator 

***** Volume monitor 

***** Pressure monitor 

***** Sigh unit/PEEP unit for respirator 


* Already in production, required in large quantities 
*♦ Will be manufactured during 1974-75. required in limited quantities 
*** Planned during 1975-76 
*♦** Being considered for production 

***** Being manufactured in the country by others. ECIL will consider production of these only if reason¬ 
able quantity is being manufactured by the present manufacturers. 


Source .—The ECIL 





Appendix VIII 

Availability and Position Relating to Commercial Exploitation of Technical know-how for MEE through 
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Appendix IX 

List of Small Scale units Manufacturing Electro Medical Equipments 


Name of the Unit 


Items manufactured 


1. M/s. Meditronics, Poona 


2. M/s. Anaesthetic, 

16, Vakharia Industrial Estate, 

1st Floor, Ram Mandir Road, 

Off Swami Vivekanand Road, 

Goregaon (West) I, Bombay. 

3. M/s. Jambotkar Enterprises, 

Anand Niwas, 164/C, Dr. Ambedkar Road, 
Dadar, Bombay-4()0 014. 

4. M/s. Encardio—Rite Electronics Pvt. Ltd., 
A-5, Industrial Estate, 

Talkatora Road, Lucknow. 

5. M/s. Neopursuits, 

Plot No. A—19, Block H. Pimpri Industrial 
Area, Poona-18. 

6. M/s. Breathing Equipment Co. 

C-148, Greater Kailash 1, New Delhi. 

7. M/s. Applied Pvt. Ltd. 

Aplab House, 

A-5, Wagle Estate, 

Thana, 

Bombay-4. 

8. M/s. ELICO Pvt. Ltd., 

Industrial Estate, 

Sant Nagar, 

Hyderabad. 


(1) Timers. 

(2) Chromoscopes. 

(3) Electronic Voice Operated switches. 

(4) Electro convulsive Theraphy instruments. 

(Patient Monitoring system, Defibrilators etc. 
under development and would be marketed 
shortly). 

(1) Anaesthetic equipment and accessories 
thereof. 

(2) Respirators. 

(3) Oxygen Therapy Equipments. 


Respirators and Anaesthesiology. 


Multi-channel recorders and transducers, 
patient monitoring systems. Electrocardio¬ 
graph machines, Electrocephalograph 

machine. 

Respiration and Anaesthesiology equipment. 


Respirators, Anaesthesia attachments etc. 

Medical Electronics Equipment such as 
Cardiac Pace makers D.C. Defibrillator. 


D.C. recording Palarograph. pH-meters. 


Source:—The DCSSI 


Appendix X 

Extracts from users' Letters Regarding Imported NEE 

A. Extracts taken from Letter No. Ref. PUR/MISC/10 dated 23rd May, 1974 received from ‘Sir 
Hurkisondar Nurrotumadar Hospital’, Raja Rammohan Roy Road, Bombay-4. 

* ♦ * * 

“Beyond the price quoted by the Manufacturing Firms, we have to pay huge amounts on cus¬ 
toms duty, clearance fees etc. Thus the prices of the imported items are rather exhorbitant. 
Even when spares are needed, they have to be imported, which is again costly. 

Local products are marketed only recently. Electrocardiographs are supplied by M/s. 
Toshniwal Bros. These are cheap. The Electronic Corporation of India is also introducing 
certain items. 
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The Importing Firm dictate terms by fonnig an Assocation of Electro-medical & X-ray 
Dealers. Their terms are enclosed. 

The take commission, charge installation fee, charge demonstration fees. They do not usually 
give circuit diagrams. They are also formd to have been charging exhorbitantly for repairs 
and ask for all advance payments. Their service Engineers are not found to be quite com¬ 
petent, since the machines need repairs shortly after they are once repaired. The Engineers 
also frequenlty change or get transferred or are promoted, with the result that the service 
expected of the supplies suffers considerably. 

Besides, the appropriate dealers do not allow someone else to service the equipment, even from 
our own organisation, without cancellation of the warrant. The indigenous firms do not 
have strict standards of quality control for locally purchased parts. Their service Engineer 
charges upto Rs. 180 per day plus local conveyances. They are also found to have sophis¬ 
ticated ways of putting up their bills”. 

« >l> in * 

B. Extracts taken from Letter No. Nil, dated 15th June, 1974 received from ‘Vallabhi Patel Chest 
Institute, University of Delhi, Delhi-7. 

“On becoming aware that a number of firms importing equipment on import licenses provided 
by the Govt, institutes and departments were hiking up the prices by as much as 300 per cent, 
it become necessary for us to direct equiries to such firms to find out the basis for such a hike 
up in the prices in order to determine the legality of the excess price charged. M/s. Philips 
India and their Principals abroad have expressed their inability to supply such information 
asked for. By not letting the buyer know whether the price charged by it is the bonafide 
international export price or not this firm may be indulging in illegal and restrictive trade prac¬ 
tices and may be infringing the foreign exchange regulations by indulging in malpractices like 
over invoicing of import prices. 

This firm also indulges in profiteering. For example, it inflates the c.i.f. (Bombay) price by 
over 83% while selling the products imported on Actual Users Licenses.” 


No. 2/4/74-M(IIl) 

Government of Indu 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
(DEPARTMENT OP COMPANY) AFFAIRS 

BEFORE THE CENTRAL GOVERNMENT 

In the matter of an application under section 22 of the Monopolies & Restrictive Trade Practices 
Act, 1969 

AND 

In the matter of proposal of Philips India Limited for establishment of a new undertaking for the 
manufacture of Electro Medical Equipment. 

M/s. Philips India Limited (hereinafter referred to as “the appheant company”) made an 
application dated 21-1-1974 imder Section 22 of the Monopolies & Restrictive Trade Practices Act, 
1969 (hereinafter referred to as “the Act”) for establishment of a new undertaking at Pimpri in the 
State of Maharashtra for manufacture of the following items of Electro Medical Equipment:— 


Name of the Equipment Proposed Annual ins¬ 

talled capacity in Nos. 


1. Cardiac Monitoring equipment and accessories thereof • • • 200 

2. Patient Monitoring systems & accessories thereof .... 200 

3. Cardio & Physiotherapy equipment & accessories .... 200 

4. Respiration and Anaesthesiology Equipment. 100 
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The cost of the project was estimated at Rs. 135 lakhs (Land Rs. 5 lakhs, Plant & Machinery Rs. 8 
lakhs and Raw Materials Rs. 122 lakhs). It was proposed to finance the project entirely from the 
internal resources of the company. 

2’. The applicant company is registered under section 20(a) (ii) of the Act. The paid up 
capital of the company is Rs. 6-79 crores divided into 67,90,000 equity shares of Rs. 10 each. N.V. 
Philip Gloeilampenfabricken of Holland hold 60% of the share capital and as such exercises 60% 
voting rights in the company. No other shareholder holds shares of 5 % or more of the share capital. 
The company has admitted interconnection with Electric Lamp Manufacturers (India) (P) Limited. 
The value of assets of the applicant company was Rs. 5874-43 lakhs at 31-12-72. The applicant 
company is engaged in the production of Electrical and Electronics Products. 

3- The applicant company published public notices in the “Indian Express” dated the 14th 
January, 1974 and the “Commerce” dated 19th January, 1974. Objections were received from the 
interested parties. 

4. On a consideration of the available information the Central Government formed the 
opinion that an order on the proposal of the applicant company could not be made without further 
inquiry.. Accordingly the proposal was referred to the Monopolies & Restrictive Trade Practices 
Commission (hereinafter referred to as “the Commission”) for an inquiry and report under section 22(3) 

(b) of the Act. The Commission submitted its report recommen^ng rejection of the proposal. A 
copy of the Commission’s Report was supplied to the applicant company and each of the objectors 
who had disclosed their interests before the Commission as welt as the Central Government. 

5(a) An opportunity of being heard in terms of section 29 of the Act was given to the 
applicant company and all the objectors. The representatives of the applicant company contro¬ 
verted some of the observations made in the Report of the Commission in regard to the performance 
of the company in the field of medical system and the services rendered by the organisation of Philips 
to the interest of not only the country but also the ultimate consumers. According to them the 
mere fact that Philips had nearly 13% of the American market and 25% of the European market in 
the electro medical field was itself sufficient testimony of the rapid advance made by Philips in this 
field of activity. 

(b) As regards the doubts raised in the Report in regard to the export performance of the 
company it was contended by the representatives that the same were not borne out by the facts placed 
by the applicant company l^fore the Commission. In 1974 the total exports were of the order of 
Rs. 341 lakhs FOB and their export programme for 1975 was planned on a very ambitious scale. 
The applicant company had also submitted a large number of projects, some of which were 75 % to 
100% export oriented. The cost of raw materials that go into the finished products, were high 
because of multiple taxes e.g. excise duty. Octroi, Sales tax and import duty etc. on materials, fuel & 
Transport. Moreover in assessing the result of exports, various accruals to the national and State 
exchequer arising from employment, materils which were produced, converted and were finished, 
should also be taken into account. In assessing the export, the cost benefit analysis of such export 
could be attempted purely on the basis of foreign exchange plans of inflow and outflow of foreign 
exchange. The company was trying to establish in the international market and was likely to incur 
lossess in the initial stages. Once it had established itself, it would be able to command better 
prices and reduce the losses. 

(c) The representatives of the applicant company further stated that the observations made by 
the Commission in its Report in respect of the technology available in the country and demand esti¬ 
mates prepared by the company were not tenable. It was reiterated that the demand estimates pre¬ 
pared by a panel appointed by Electronics Commission had not been accepted by the Commission. 
The Guidelines for Industries for 1974-75 estimated the demand for M.E.E. at Rs. 4 to 5 crores for 
the year 1978-79. The same estimates were arrived at by a Task Force appointed by the Planning 
Commission. Despite the demand estimates of professional bodies and Governmental agencies, the 
Commission had chosen to arrive at a conclusion different from these estimates. 

(d) As regards the import of components, the representatives of the applicant company 
stated the the estimates were made long time back and in view of the developments made in the country 
itself subsequently those estimates would necessarily undergo a radical change. Besides this the 
Government itself would not allow import of any component the production of which had been well 
established in the country and the proposals for import of equipment and machinery were subjected 
to a rigourous check by the Government itself before granting any import licence. In view of this, 
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it was erroneous on the part of the Conunission to base its conclusions on the estimates of import 
contents as given by the company in its application. The representatives of the applicant company 
further stated that the Commission’s observation that the applicant company had not made any 
attempt to develop any technical know-how in this field or build up a team of persons specifically 
qualified in this field, was not factually correct. For building a prototype, the company required 
components, raw materials, assembly tools as well as testing and measuring equipments import of 
which was not possible without a valid industrial licence. Nevertheless the company had provided 
the Commission with details of the number of service engineers and biomedical engineers who had 
been trained, approved and were working on the equipment. Further the Commission did not 
appear to have consulted any professional body to ascertain the needs of medical profession in the 
country. As regards the standards, there was no general safety committee within the ISI and no 
standards had yet been prescribed for the proposed equipments. 

(e) The representatives of the applicant company further pointed out that the Commission 
was not correct in stating that the share capital contribution of Philips Holland in Philips India Ltd. 
had been repatriated three times over a period of 17 years. On the basis of the correct facts, the 
repatriation had been only two times which gives a return of only about 12 % of risk capital and that 
could not be considered as high by any standards. Further the Commission had not taken into ac¬ 
count, the contribution made by Philips India Limited to the Indian economy say over the last 10 
years namely from 1964 to 1973. 

(f) The representatives of the Company had nothing to say on the conclusions made by the 
Commission in Table 11 of the Report wherein the cost of earning one U.S. Dollar was reported 
to be arrived at Rs. 10-14 in 1971 Rs. 10'35 in 1972, Rs. 13.46 in 1973. The fact that the cost of 
earning one U.S. Dollar had been increasing progressively over the period of years negatived the con¬ 
tentions of the Company that it was incurring losses in the initial stages and would bring profits in 
the years to come. 

The representatives of the objector companies stated that the technical know-how for manu¬ 
facturing electro medical equipment proposed by the applicant company had been sufficiently deve¬ 
loped by the N.R.D.C. and licensed to several manufacturers like MaWndra & Mahindra, Electro 
Medicals of Indore and E.C.I.L. Hyderabad etc. As such there was no need to import any techno¬ 
logy and the proposal of the applicant company could not be supported. They furhter stated that the 
applicant company had a ‘Brand’ name and with a vast marketing organisation, they would be able 
to wipe out the available indigenous technology for all times to come and would use it as a lever for 
giving a crushing set back to any future development of the indigenous know-how. They expressed 
their fear that perhaps the applicant company intends dumping over Dutch equipment in large quan¬ 
tities at cut throat rates thereby causing a glut in the market and death of indigenous industries and 
R&D efforts. The applicant company had delibrately kept the estimates of production sufficiently 
low so as to show that their production will not in any way affect adversely the indigenous manufacture¬ 
rs. In fact the value of production of the applicant company would be of the order of Rs. 450 crores as 
against the estimates of Rs. 200 crores made by it. It was further stated that the equipment deve¬ 
loped indigenously was satisfactory and accepted by the medical profession. The need for these 
items, which are life saving ones, was quite clear but because of constraints of funds in the context of 
current economic stringency, most of the hospitals were not in a position to afford these items. 
Consequently the demand for these items would be limited which could be looked after by the Small 
Scale Sector. 

6. After considering the recommendations of the Commission very carefully and keeping in 
view the relevant facts and circumstances of the cause including the submissions made by the applicant 
company and the objectors at the time of the hearing, the Central Govt, has come to the conclusion 
that it is not expedient in the public interest to accord approval to the proposal of the applicant 
company and that it should be rejected. 

ORDER 

In exercise of its powers conferred to it under Sec. 22(.3)(c) of the Monopolies & Restrictive 
Trade Practices Act, 1969, the Central Govt, hereby rejects the proposal of M/s. Philips India Ltd. 
as contained in its application dated 21-1-1974 under Sec. 22 of the said Act. 


A. K. GHOSH 

Under Secretary to the Government of India 

New DeUu-l, 

5th My, 1975. 
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MONOPOLIES AND RESTRICTIVE TRADE PRACTICES COMMISSION 

Report under Section 22(3) (b) of the Monopolies & Restrictive Trade Practices Act, 1969-Mls. RalUs 

India Limited Bombay. 

INTRODUCTION 

0-01 M/s. Rallis India Limited (hereinafter referred to as Rallis) submitted an application 
dated the 22nd June, 1973, to the Government of India, Department of Company Affairs seeking that 
Department’s approval under Section 22 of the Monopolies and Restrictive Trade Practices Act, 
1969 for the establishment of a new unit for the manufacture of chemical auxiliaries and intermediates 
based on natural polysacoharides, starches and synthetics. The proposed unit is to be located at 
Thana Belapur Road, (Maharashtra State) in the vicinity of the Company’s existing factory for the 
manufacture of pesticides. 

0-02 This application of Rallis was referred to the Monopolies and Restrictive Trade 
Practices Commission by the Department of Company Affairs under section 22(3) (b) of the M.R.T.P 
Act, 1969 vide the Department’s letter No. 2/15/73-M. Ill dated the 4th June, 1974. The 90 days’ 
time prescribed under Section 30(2) for sub-mission of the report to the Government expired on 
2nd &ptember, 1974. However, as Rallis could not furnish the replies to the various questionnaires 
issued by the Commission with in the time allotted to it and because its director (Shri j^ote) desired 
that the public hearing may not be fixed in the month of November, 1974 the Company executives and 
directors being pre-occupied with various other matters, and also on account of some delay in receiving 
replies from other parties including a few Government Departments, it became necessary for the 
Commission to extend the date for furnishing the report to 31st December, 1974. 

0-03 Rallis had put on notices in the Times of India dated the 16th June, 1973 and in the 
weekly ‘Commerce’ of the same date notifying that it proposes to sbumit an application under Sec¬ 
tion 22 of the Monopolies and Restrictive Trade Practices Act, 1969 to the Department of Company 
Affaris, New Delhi for setting up a chemical auxiliary imit at Thana-Belapur Road, Maharashtra, 
for the manufacture of chemical auxiliaries and intermediates based on polysaccharides, starches and 
synthetics. In response to these Notifications, the Department of Company Affairs received a letter 
dated 27th June, 1973, from the Gaur Gum Exporter’s Association, Bombay. A copy of this was 
forwarded by the Department to the Commission for its consideration. 

0-04 After the reference was received in the Commission’s office, a Notification (No. 1 (49)- 
Enq./74 dated the 10th June, 1974) incorporating the salient features of the Company’s proposal was 
issued by the Commission for publication in important newspapers. The Commission also specifically 
addressed some of the persons who are in the line of busness similar to that proposed by the applicant 
Company and also those to who m letters of intent have been issued by the Govt. In response to 
the Notification and these letters, some communications were received by the Commission. The 
names and addresses of the persons who have written to the Commission are given in Appendix A. 

0-05 The public hearing regarding this case was held on 3rd December, 1974. None of the 
persons, who have objected to the Company’s proposal in writing, attended this public hearing, 
though due notice had been given to them. Form the Government’s side, the hearing was attended 
by the representatives of the Ministry of Industrial Development and Civil Supplies and the Direc¬ 
torate General of Technical Development. 
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CHAPTER I 

THE APPLICANT COMPANY 


Historical Background 

1-01 M/s. Rallis India Limited was incorporated as an Indian company in August, 1948, to 
take over the business assets and liabilities in India of Ralli Brothers Ltd. of U.K. ^felli Brothers 
Ltd. had by then been established in India for nearly 100 years, mainly engaged in trading in the 
export of agricultural commodities, such as cotton, jute and oil seeds, and the import of textiles. 
In the early 1950s the Company withdrew from its activities in the fields of jute trade and exports of oil 
seeds, thus confining trading activities to cotton, tanning materials and textiles. 

1 • 02 Rallis was incorporated with an authorised capital of Rs. five crores. In considera¬ 
tion of the assets taken over from Ralli Brothers Ltd., 1,32,500 shares of Rs. 100 each fully paid up 
were issued to them. Besides this, 92,500 ordinary shares of Rs. 100 each were issued to Ralli Brothers 
on cash payment. Ralli Brothers also subscribed to 75,000 preferences shares in cash. At the 
time of its incorporation in 1948, Rallis’ capital was Rs. three crores. 

1-03 The main corporate changes that have taken place since 1948 have been as follows:— 

(i) Incorporation of the Indian company with 100% of the equity held by Ralli 1948 
Brothers Ltd. U.K. 

(ii) Disinvestment by Ralli Brothers Ltd. U.K. of a large part of their shareholding 1951 
to the general public in India. 

(iii) Amalgamation of the 100% subsidiary company, Teddington Chemical 1962 
Factory Co. Ltd. into the parent Company. 

(iv) Transfer by Ralli Brothers Ltd. U.K. of the balance of their shareholding in 1962 
Fisons Ltd. U.K. 

(v) Disinvestment by Fisons Ltd. U.K. of a part of their shareholdings to various 1962 
Indian companies. 

(vi) Amalgamation of the 100% subsidiary Company, Rallifan Ltd., into the 1966 
parent Company. 

(vii) Amalgamation of Tata Fisons Industries Ltd., into Rallis India Limited. 1972 

1-04 From the above details, it would be noticed that Ralli Brothers Ltd. disinvested a large 
part of their shareholdings to the general public in India in the year 1951, and the balance of their 
shareholdings were given to Fisons Ltd., U.K., in the year 1962. Fisons Ltd. U.K., also aisin- 
vested a part of their shareholdings to various Indian companies in the year 1962. 

The Present Share Capital Structores 

1 • 05 The present issued, subscribed and paid up capital of the company is Rs. 3.93 crores 
consisting of 3,18,000 ordinary shares of Rs. 100 each and 75,000 6% cumulative preference shares 
of the same amount. The important shareholders of the Company as on 29-3-1974 were as below;— 

Name of the Shareholder %age of the shares held to the 

total capital 


Ordinary shares 


Fisons Ltd. London.32-31% 

Tata Sons Pvt. Ltd..7-86% 

Tata Chemicals Ltd..7-86% 

Unit Trust of India.4-71% 

New India Assurance Co. Ltd..4-97% 

Investment Corporation of India Limited • • • 5-79% 

Life Insurance Corporation .4-69% 
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Preference shares 

New India Assurance Co. Ltd.. 26-66% 

India Re-insurance Corporation Ltd. • • • • 20-19% 

Unit Trust of India.11 - 36 % 

Corporation.6-96% 

Growth of the Company 

1-06 The predecessor of Rallis India Ltd., M/s. Ralli Brothers Ltd., had an agricultural base 
in as much as they were trading mainly in commodities like cotton, jute and oil seeds. Therefore, 
Rallis, to start with, decided to enter the field of agricultural inputs, viz., fertilizers and pesticides. 
These activities led to the establishment of the fertilizers and pesticides divisions of the Company. 
They are claimed to have been reinforced by the amalgamation of Tata Fisons (producing pesticides) 
with Rallis. Rallis continued with its trading acthities and, in the course of this business, also 
undertook export promotion activities in commodities like textile garments and marine products. 
Rallis undertakes third party exports as well as exports of its own manufactured products. It has 
been stated that during 1973-74, the export turnover achieved was of the order of Rs. 785 lakhs. 

1-07 The Engineering Division of Rallis began with its obtaining selling agencies for tractors 
engines and portable electric tools. The last named activity has since been developed into a manu¬ 
facturing activity; Rallis promoted a subsidiary—Ralli wolf Ltd—to look after the manufacture of 
these products in collaboration with Wolf Electric Tool Company of U.K. Manufacture of fans was 
undertaken through a subsidiary company which was later merged with the Company. The Company 
also acquired substantial shares in Rockwell (India) Limited which was manufacturing medium¬ 
sized machine tools. It is claimed that this was a sick unit and by rationalising production, providing 
better utilisation of the plant capacity and improving and adding to the product range Rallis has 
succeeded in helping it to regain viability. In the Engineering Division, the manufacture of sprayer 
engines has also been taken up. 

1-08 The pharmaceutical Division of Rallis came into existence through the acquisition in 
1958 of Teddington Chemical Factory and its associate Company, W.T. Suren & Company Limited. 
Rallis claims to have promoted the manufacture of essential basic drugs through its associate 
companies, Boehringer-Knoll, and Searle (India) Ltd. Rallis has the following subsidiary companies 
at present:— 

(i) Ralli Chemicals Ltd. 

(ii) W.T. Suren & Co. Ltd. 

(iii) Ralliwold Ltd. 

(iv) Searle (India) Ltd. 

Existing lines of Production 

1-09 The existing production lines of Rallis and subsidiaries can be broadly divided into 
the following heads:— 

(a) Fertilisers 

(b) Sodiiun Hydrosulphite 

(c) Pesticides 

(d) Tans 

(e) Petrol engines 

(f) Machine tools 

(g) Pharmaceuticals 

(h) Processed foods and 

(i) Crushed bones. 

1 -10 According to Rallis, these lines are mutually complementary to the following extent: — 

(i) Sulphuric acid is used in the manufacture of fertilizers and sodium hydrosulphite. 

(ii) Certain machines and manufacturing activities in one of the company’s subsidiaries are 
used for the manufacture of machine tools, petrol engines and certain range of fans. 

(iii) Common services like power, steam etc. are' shared. 



45 ^ 


l-ll These manufacturing activities have been organised under three divisions, viz., (i) 
fertilizers and pesticides division, (ii) engineering division, and (iiii) pharmaceutical division. The 
Company’s trading activities, including exports, are under a merchanting division. It may appear 
that the Company is involved in very diverse kinds of business activities which have little relation¬ 
ship with each other. Rallis has, however, claimed that this ‘unit with diversity’ has led to consi¬ 
derable corporate strength and this benefits the various operations as well as the Company as a 
whole. The main advantages have been summarised by Rallis as follows:— 


(i) Cost savings for the Divisional activities through sharing of common services, such as 
personnel management and training, industrial relations, financial accounting and 
management, regional offices expenses, common warehousing, and general adminis¬ 
tration. 

(ii) A pool of very valuable knowledge of the market, the consumer needs, manufacturing 
and trading conditions of the whole spectrum of rural semi-urban and urban India. 

(iii) Development of managerial skills and trained manpower over a wide range of com¬ 
mercial and industrial activities. Consequently, much wider opportunities for personnel 
development and career growth for those employed in the Company. 

(iv) Inter-disciplinary exchange in the field of R&D management, product development, 
marketing, quality control system etc. 

(v) Awareness of the need for high quality and customer service in all fields, because of the 
inter-relationship on the reputation of the Company as a whole. 

(vi) The inevitable cyclic and seasonal economic ups and downs tend to be balanced out 
between the different activities, and enable the Company as a whole to maintain steady 
and viable growth to the benefit of the economy, the employees and the wide range of 
small, institutional and other shareholders. 

Interconnected Undertakings 

1 • 12 According to the Report of the Industrial Licensing Policy Inquiry Committee, ‘Rallis’ 
has been categorised as one of the large industrial houses. It has been shown to consist of 14 com¬ 
panies, out of which three are second tier companies. 

1-13 Out of these, Rallis has admitted interconnection only with seven companies. Its 
reply as to why it has not admitted interconnection with the other companies and the names of the 
companies with which interconnection has been admitted is enclosed as Appendix ‘B’ to this Report. 

Management 

1 • 14 Rallis is being managed by a Board of Directors. The present composition of the 
Board is as follows:— 


1. Mr. J.D. Chokshi 

2. Mr. A.D. Mango 

3. Brig B.S. Bhagat 

4. Mr. G.E. Aperghis 

5. Mr. G.V.K. Burton 

6. Mr. J.A. Clark 

7. N.V. Khote 

8. Dr. F.A. Mehta 

9. Mr. D.S. Seth 

10. Mr. H.J. Silverton 

11. Mr. Mohinder Singh 

12. Mr. R. Bounds 

13. Mr. J.S. Hemitt 


Chairman 
Deputy Chairman 
Managing Director 
Whole-time Director 
Director 
Do. 

Whole-time Director 
Director 
Do. 

Do. 

Whole-time Director 

Alternate Director to Mr. G.V.K. Burton 
Alternate Director to Mr. J.A. Clark. 


It may be noted that, apart from the non-Indian directors and the whole-time Directors, the other 
Directors are all associated with companies belonging to the Tata group of companies. 


1*15 On 1st June, 1974, 838 shares were being held by the Directors. These constitute 
less than 1 % of the total share capital of the Company. The Company has claimed that it is being 
managed entirely by professional managers. 
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Expansion Programme 

1.16 Apart from the project which is the subject matter of this enquiry, Rallis has submitted 
applications for approvals from appropriate Government agencies for the following: 

A. Expansion of Existing Undertakings Financial implications 

(i) Pharmaceuticals 

(a) Tablets (Metronidazole, Diazepam and Oxyphenbutazone) • 

(b) Capsules (Clofibrate) 

(ii) Pesticides 

(a) Formulations (Toxaphene). 

(b) Chemicals (Dimethoate, Fenitrothion, toxaphene) • 

B. New Undertakings 

(i) Readymade garments. 

(ii) Processed marine products. 

* Rs. 10 Lakhs required for additional indigenous plant and machinery for Dimethoate Expansion is to be 
financed from internal resources. 

** An expenditure of Rs. 71 lakhs would have been incurred on the project relating to Fenitrothion by the end 
of 1974 from internal resources. In addition, a loan of Rs. 4 lakhs from the I.C.I.C.I. for imported plant 
and machinery has been obtained- 


Export Performance 

1-17 The export performance of the Company for the past five years has been stated to be as 
under:— 


(Rs. lakhs) 



Names of products exported 


Year 

Total earn¬ 
ings by way 
of foreign 
exchange 

Total expen¬ 
diture on 
import of 
raw materi¬ 
als etc. (*) 

Net inflow 
(-h) or out¬ 
flow (—) of 
foreign 
exchange 

1. 

Cotton & gunnies 


1968-69 

69-5 

18-1 

4-51-44 

2. 

Crushed bones & grist • 


1969-70 

117-7 

16-4 

4-101.3 

3. 

Myrobollams 


1970-71 

112-3 

17-2 

4:95-1 

4. 

Textile & textile made-ups • 


1971-72 

254-8 

32-1 

4:222-7 

5. 

Electric fans 


1972-73 

488-7 

78-3 

4-.410-4 

6. 

Machine tools • 

, 





7. 

Pharmaceuticals • 






8. 

Chemicals 




Total • 

880-9 

9. 

Processed foods 






10. 

Marine products 






11. 

Steel . 






12. 

Ossein .... 

• • 






(*) Also includes payments for dividents, royalties, know-how fees, publicity, commissions, transit losses 
and import of capital goods. 


Nil 

Rs. 

170 lakhs on Toxa¬ 
phene 

10 lakhs * 

75 lakhs** 


14 lakhs 
150 lakhs 
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Foreign Collaborations 

1-18 Rallis has been having foreign collaborations in the past for the manufacture of di- 
methoate, fenitrothion and J.L.O. petrol engines. Details about the collaborator duration of agree¬ 
ment, terms of agreement, and payments made can be seen from Appendix ‘C’ to this Report. 

1 • 19 The Company has stated that royalty payments on account of dimethoate (technical) 
will cease on the expiry of the related patent rights in the year 1977/78. In the case of J.L.O. petrol 
engines, the existing foreign collaboration agreement has a duration of five years commencing from 
1971-72. Rallis hopes that during this period it would have fully fleveloped the technology for the 
production of these engines and there would not be any need for extending the foreign collaboration 
arrangements. 

Research and Development Activities 

1 • 20 Currently the manufacturing activities of Rallis are in the fields of engineering, phar¬ 
maceuticals, fertilizers and pesticides. The total expenditure on R & D in relation to the turnover 
of these divisions during the past five years has been as under :— 


Year 

R & D expendi¬ 
ture 

Turnover in 
respect of re¬ 
lated activities 

R & D expendi¬ 
ture as percent¬ 
age of turnover 

1 

2 

3 

4 


Rs. lacs 

Rs. lacs 


1968-69 

8 

2416 

0-33 

1969-70 

8 

2605 

0-31 

1970-71 

9 

3120 

0-29 

1971-72 

18 

3904 

0-46 

1972-73 

22 

4734 

0-46 


1-21 The following achievements in the field of Research and Development have been claimed 
by the Company :— 


(1) Engineering Division 

(a) Development and commercial production of ceiling fans, car fans, table fans and pedestal 
fans. 

(b) Development and introduction of machine winding of stators leading to a 25% saving 
in the use of copper wire. 

(c) Replacement of imported axle material by indigeneous M.S. bright bar. 

(d) New ceiling fan production technique requiring only one ball bearing in place of the two 
bearings usually required. 

(e) Development and introduction of a choke type regulator for the export market. 

(f) Improved design of the regulator leading to a reduction of temperature rise. 

(g) Development and introduction of sheet metal regulator parts in place of urea formal¬ 
dehyde cover and bakelite moulded regulator plate. 

(h) Development of 110 volt 60 cycle fans for export. 

(i) Development of local suppliers for items like down rod, sheet metal regulator cover, 
sheet metal regulator plate, sheet metal motor cover, ball bearings, die castings of covers 
and small sheets metal parts. 

(j) Development and introduction of an 8" bench grinder. 

(k) Development and introduction of plated columns on drilling machines. 

(l) Development and introduction of fractional horse power petrol engines. 

(m) Development of 24* Air circulator. 

(n) Development of industrial exhaust fans of different sizes. 

(o) Fractional horsepower motors for drilhng machines. 
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The work of the research and development department in this Division, it has been claimed, has helped 
to effect improvements in existing products in the following areas 

(i) Air displacement of ceiling fan has been increased by approximately 10 to 15% more than 
Indian standards. 

(ii) Assembly of the ceiling fan is being done on peumatic fixtures. 

(iii) Tables and bases of drilling machines are now ground finished resulting in improvements 
in accuracy. 

(iv) Motors and starters have been standardised on the Rockwell range of machines. 

(v) Indigenous manufacturers have been organised for mass scale manufacture of most of 
the petrol engine components. 

(vi) Improvements in lubrication system leading to a longer working life of fans. 

(vii) Improvements in motor design to give higher elficiency for the same output at a reduced 
cost. 

(viii) Introduction of industrial plastics such as ABS, polypropylene, acetate, for use in the 
fan industry. 

The work carried out by the Research and Development Department has substantially contributed 
towards cost savings over the years, particularly in the following areas:— 

(i) New motor designs using less copper and steel. 

(ii) Development of pressure die castings techniques resulting in thinner castings with fewer 
rejections. 

(iii) Development of plating and metallising plastics for use instead of expensive chrome- 
plated brass. 

(2) Fertilizer and Pesticides Division 

A large range of formulations have been developed for the commercial application of pesticides 
such as Dimethoate, Sumithion, Toxaphcne, Furadan, Difolotan, Triazines, Ethion, etc., from among 
the newer chemicals. New formulations such as granules, low volume concentrates for serial spraying 
and oilbound copper formulations have also been developed for special applications. 

(3) Pharmaceuticals Division 

The various product developments done as a result of which new items have been developed 
by the Research and Development Department for manufacture are:— 

(a) Development and introduction of aerosol preparations 

(b) New Ferilex capsules 

(c) Dymotin capsules 

(d) Livoderm cream 

(e) Medicreme 

(f) Tonophos 

(g) Nao Ferilex 

(h) Cosaka 

(i) Ferilex Malt 

(j) Ralcidin tablets 

(k) Saril tablets 

(l) Zimalgin tablets 

(m) Alucas tablets 

(n) Provitex-protein food 

The following products have been substantially improved as a result of the work undertaken 
by the Research and Development Department. 

(i) Animal feed supplements, parantoral preparations tablets and liquid preparations of 
veterinary products 

(ii) Digeplex 
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(ill) V.B.C. (parenteral) 

(iv) Ralvitamin 

(v) Ralerizyme 

(vi) Import substitutes have been developed for freeze dried cultures of leuconostod measent- 
aroides, activated carbon filtering aids and media. 

Other specific development studies currently under implementation relate to:— 

(i) Tranquilizer preparation 

(ii) Antiamoebic preparation 

(iii) Anti-inflammatory preparation 

(iv) Anti hyper cholesterismic agents 

Quality Control 

1 • 22 In view of the diverse activities of the different divisions, the quality control operation 
are decentralised. Each division has its own quality control department to ensure that the product 
manufactured and sold conform to the required standards. All standards for formulated pesticide 
and pesticidal chemicals meet the ISI specifications and, where the ISI specifications are still to be 
established, the specifications are laid down by the Company. In respect of the products of the 
Engineering Division, it has been claimed that the standards adopted are above the ISI standards. 
Rallis has also claimed that the unit for quality control has been established in respect of Pharmaceu¬ 
tical Departments and the control is exercised at all stages. Quality Control has also been organised 
in respect of products handled by the merchanting division. 


CHAPTER II 

Proposed Products 

2-01 The proposal made by Rallis relates to the manufacture of 3,000 tonnes per annum of 
“Chemical auxiliaries and intermediates based on natural polysaccharides, starches and synthetics.” 
The items proposed to be manufactured include the following:— 

(a) Oxydates 

(b) Carboxymethylates 

(c) Oxyethylates 

(d) Sulphonates 

(e) Chlorates 

(f) Alkylates 

(g) Methylates etc. 

These chemicals are to be derived by modification of the molecules of natural polys accharides such 
as those found in guar and tamarind splits through chemical processing. Some of the above men¬ 
tioned products may be further processed with starch and synthetics to develop and products of 
somewhat different characteristics for different applications. 

2-02 The Company has pointed out that these products are generally referred to as chemical 
auxiliaries/or intermediaries and or additives and are used in various industries. The main appli¬ 
cations have been indicated as below:— 

(i) As thickners (viscosity builders) and additives in textile printing. They are said to be 
essential for optimising the use of reactive dyes and for printing of fabrics made from 
synthetic fibres. 

(ii) These chemicals also constitute important ingredients in specially blended sizes required 
for synthetic fibres. 

(iii) They are used as binding and disintegrating a^nts in duplicating, and as thickening agents 
in various other pharmaceuticals. 

(iv) They are used as beater wet and additives as well as for bonding and strengthen ing the 
fibres in the paper industry. 

(v) They are used as a fiocculating agent in coal washeries and as mud conditioners for oil 
drilling. 
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2-03 Such products are also used for food processing but the applicant Company specifically 
stated that it was not intending to produce chemicals which could be used for such application. 

2-04 It has been pointed out by Rallis that these various chemical products have many 
similarities in their production processes and for most of them the same items of plant and machinery 
will be used. Production will be based on a batch system. It is, therefore, not practicable to identify 
separate capacities for the individual chemical products. It pointed out that the mix-up of the products 
actually produced will depend upon the demand from end-users; both in the foreign and internal 
markets. The specifications for the products will vary depending on'the needs of the users and their 
respective manufacturing processes. The products will have to be tailor-made to suit particular 
requirements. Much will depend upon the Research and Development to be continuously under¬ 
taken for specific applications and also convincing different potential users of the benefit and saving 
that would result from the use of these chemicals. Therefore, while the broad categories of the 
chemical products can be indicated, the exact details and composition will have to be left vague at 
this stage. 

Phased Programme 

2* 05 The phased programme for reaching the capacity of 3,000 tonnes is proposed as under;— 


Year 

Quantity in tonnes 

First • 


500 

Second 


1,000 

Third • 


1,500 

Fourth 


2,000 

Fifth • 


2,500 

Sixth ’ 

• 

3,000 


Manufacturing process 

2-06 The process of manufacture which Rallis proposes to follow for its products can be 
seen from Appendix ‘D’ to this Report. Very briefly this can be described as below:— 

2-07 From guar seeds, guar splits are taken out by simple dehusking and milling operations. 
These splits, as well as certain chemicals and gases, will form the raw material for the proposed pro¬ 
ducts. The guar splits will be prepared in dry form through the micro-pulverising air entrainment 
mill and blenders and grades. As a parallel step; some chemicals such as mono chloroacetic acid, 
hydrogen peroxide and caustic soda are combined and mixed in the right proportions for subsequent 
application in the process steps. Thereafter the chemicals and materials move through three reactors 
foremost of the products. After the reaction is completed the products move into a degasifying and 
drying chamber. Thereafter the manufactured products move to the second micro-pulversing 
operation. After this, the products are held in special storage, pending quality control analysis. 
After they are found fit by such analysis, these move on to bulk storage, packing and despatch. 


Raw Materials required 

2*08 For manufacturing 100 tonnes of the proposed products the following will be the main 
raw materials:— 


Main raw materials 

Quantity required for 
100 tonnes of produc¬ 
tion 

Value as per prevailing 
prices 

1 

2 

3 

(a) Indigenously available 

(Tonnes) 

(Rs. lakhs) 

(i) Caustic Soda 

9-00 

0-38 

(ii) Monochloroacetic acid • 

5-00 

0-65 

(iii) Hydrogen paroxide 

1-00 

0-18 

(iv) Guar splits • 

87-00 

4-83 

(v) Methychloride 

7-00 

1-00 
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1 

2 

3 

(b) Imported 


c.i.f. value 

(i) Sodium Alginates. 

2-50 

0-40 

(ii) Ethylene derivatives .... 

7-50 

0-83 

(iii) Preservatives. 

0-83 

0-10 

(iv) Glyoxale. 

0-035 

0-003 

Other raw materials such as starches, synthetics etc. would be needed in due course as new products 
are developed to meet some specific needs. 


2*09 Information furnished by Rallis suggests that the import of raw materials will increase 
e^h year as production increases but the value of imports as a percentage of the value of production 
will decline. From about 17% of the value of production in the first year of the project, the value 
of imports will decline to 10-9% in the sixth year when full production will be established (see table 
below). 


(Rs. lakhs) 


Year 


Value of 
production 

CIF value 
of sodium 
alginate 
imports 

CIF value 
of other 
chemical 
imports 

CIF value 
of total 
imports 

% of (5) to 
(2) 

1 


2 

3 

4 

5 

6 

1 

. 

88-5 

11-8 

3-5 

15-3 

17-3 

2 

. 

142-5 

11-8 

8-6 

20-4 

14-3 

3 

• • • 

196-5 

11-8 

13-3 

25-1 

12-8 

4 

. 

250-5 

11-8 

18-1 

29-9 

11-9 

5 


304-5 

11-8 

22-9 

34-7 

11-4 

6 

. 

358-5 

11-8 

27-4 

39-2 

10-9 


2-10 The value of imports will stabilize at that level as long as the output as well as domestic 
availability of raw materials remains unchanged. Rallis has pointed out that it is possible that some 
of these imported raw materials may become indigenously available. In that case the value of im¬ 
ports will decline. 

2-11 An important aspect of the proposed imports of raw materials is that regarding the 
imports of sodium alginate. These imports have been assumed at a constant level of 75 tonnes per 
annum. Rallis claims that it will prbcess sodium alginate with some of the other proposed products 
to produce a substitute for sodium alginate which will reduce the total requirements of imported 
sodium alginate by exactly half. As sodium alginate is very much required for certain processes 
in textile printing, the Company has claimed that the product that it will produce as a substitute 
will be a major import saver in that only half of the normal requirements of sodium al^nate will 
have to be imported. It may be mentioned that from 1973-74, the imports of sodium alginate have 
been banned; it is, however, understood that the material continues to be imported in some manner 
or the other. The company, therefore, assumes that imports of 75 tonnes will be permitted to it so 
as to produce a substitute which will help effect a saving of fifty per cent in these imports. 

Technology 

2-12 The Company has stated that it would obtain technology for the manufacture of pro¬ 
posed products from a foreign source. It has stated that its foreign shareholder, viz., Fison Limited 
of UK will be able to provide the requisite technologoy free of cost. However, in return for this, 
the Company will market its products in the foreign market through them on a standard selling 
commission. This may be at 5% subject to the approval of the Reserve Bank of India. Fisons 
Limited of UK are not in the proposed line of business. They will be getting the technology from 
a firm of technical consultants and contractors by the name of ADI Corporation of Switzerland. 


466 


Mr. Henri Hefti is the head of this firm. He was connected with the family business which owned 
the Cesalpinia Group. Cesalpinia was the foreign associate of Indian Gum Industries. Mr. Hefti, 
it has been stated, was closely involved in the setting of the Indian Gum Industries’ plant for the 
manufacture of chemical derivatives and is closely connected with the international network regardmg 
manufacturing and marketing of such products. The applicant company reiterated at the public 
hearing that no direct or indirect payment will be involved in obtaining the know-how, the cost of 
which will be borne by Fisons of U.K. 

Scheme of Finance 

2-13 In the application dated 22nd June, 1973 submitted to the Department of Company 
Affairs, the Company had estimated an investment of Rs. 58 lakhs on the project as below : — 

(Rs. in lakhs) 


Land. 0-5 

Building. 10-00 

Plant and machinery. 32-00 42-50 

Preproduction expenses. 1'50 

Initial working capital. 14-00 


Total - 58-00 


It was proposed to raise the finance from the following resources :— 

(Rs. in lakhs) 

Internal Generation.25-00 

Term loan from the scheduled banks.- 22-00 

Advance against cash credit and export packing credit etc. with the SBI - • - 11-00 


58-00 


During the course of the proceedings before the Commission the Scheme of Finance has been revised. 
2-14 The total cost of the project has now been estimated at Rs. 124 lakhs which is proposed 


to be financed as below:— 

(Rs. in lakhs) 

(1) ICICI-Foreign exchange loans for imported machinery ... 12 

(2) IDBI-Supplier credits for indigenous over plant & machinery - - 24 

(3) Bank/draft for working capital. 28 

(4) Internal Resources of Company. 60 

Total - 124 


2-15 The sum of Rs. 124 lakhs will be required for the following:— 

(1) Fixed assets.Rs. 85 lakhs 

(2) Pre-production expenses.Rs. 5 lakhs 

(3) Initial working capital.Rs. 34 lakhs 


Rs. 124 lakhs 


“nie changes in estimates have, according to the Company, become necessary because of ‘steep escala¬ 
tions of costs’ both in India and for imported items since the earlier estimates were drawn up. 

Import of capital goods 

2-16 The import of capital goods is small, limited to one item of machinery and special 
analytical equipment for quality control. It is stated that these are not indigenously available and 
their total cost to the Company will not be more than Rs. 12 lakhs. 
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Employment Potential 

2’17 The proposed project will employ 66 new hands in different categories as below;— 


Managerial • 

• 

11 

Skilled 

• 

23 

Semi-skilled • 

• 

16 

Unskilled 

• 

16 


Total • 66 


Justification of the Proposed Project 
Export Orientation 

2.18 Rallis has proposed this as an export oriented project and has agreed to guarantee exports 
of at least 60 % of production, allowing for the normal market development of three years from the 
commencement of production. Rallis claims that while considerable exports of guar splits and 
even guar gum have been established, there are at present no significant exports of the products 
proposed to be produced and exported by the Company. Rallis’ proposal will thus open new export 
markets. It is also claimed that as the Company will produce a product which will be more valuable 
than guar splits or guar gum, the value of their exports will be significantly increased. It has been 
pointed out that as compared to the value of guar splits, the value of the proposed exports in the 
international market will be about three times. Moreover, it is claimed that the demand for such 
products is increasing and, therefore, India’s entry in this line will enable the country to enter new 
international markets. 

2*19 Rallis has also pointed out that it has a combination of capabilities; experience and 
factors favourable for the success of the project, which place the Company in a better position to 
take up such a project than many others. Its experience in the field of chemicals is very relevant to 
the proposed line of production. Its quality control skill and research and development capability 
have been tested in the present lines and it has also successfully introduced many new chemical pro¬ 
ducts. Rallis is also specially experienced in the field of exports. Fisons of UK, a major shwe- 
hclder and an associate company, have a worldwide network for their own sales of various chemical 
pioducts. It IS, therefore, claims that their association in the project will be of great significance 
in ensuring success of the export drive. 

2-20 When asked to indicate the justification for the project in terms of the MRTP Act 
(Section 28), Rallis has stated as follows:— 

*‘(1) It is our submission that the pioposed undertaking and related production is fit for 
approval by Government in terms of Section 22(3) of the Monopolies and Restrictive Trade Practices 
Act, 1969, because it does not lead to concentration of economic power to the public detnment. In 
fact, the proposal is in every respect to the common good. 

(2) Apart from general considerations of promoting industrial activity and growth, which 
aid the economy in terms of increasing production, providing additional employment, coi^iorate 
and other taxes and economic viability, items (a), (c) and (d) of Section 28 of the Monopolies and 
Restrictive Trade Practices Act, 1969 make it appropriate for the Company to go in foi the production 
of the proposed items. The following comments are offered with a view to enlarging on these consi¬ 
derations. 

(3) Even the most optimistic projections of the economic position of the country indicate 
continued pressure and strain on the balance of trade. Consequently, the establishment of export 
oriented production and promotion of exports must be one of the prime objectives of ecomonic policy. 
The proposed project is export oriented and the Company is willing to guarantee the exports of 60 % 
of the production of the proposed products, allowing a reasonable period for having the products 
tested and for developing consumer confidence in the overseas markets before reaching this level of 
exports. 

(4) The proposal contemplates the development of new markets for exports. To the best 
of our knowledge currently there are no significant exports of corresponding products, though some 
trial shipments were made in 1970. 

(5) The proposal will result in upgrading exports so that finished speciality products with 
considerably higher added values are exported instead of a commodity of raw material. 
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(6) It is estimated that chaining technologies and the need for increasing efficiencies in the 
user industries will create a considerable demand for these products in India. This demand is not 
likely to be met by current production of corresponding products and the proposal will help to fill 
the anticipated gap between supply and demand in the internal market. 

(7) The proposal anticipates the development of new applications and uses for this type of 
product through technical service to and development in conjunction with user industries in the 
country along the lines of similar developments in the foreign markets. 

(8) The expansion of existing markets and opening of new marke ts will call for improvements 
in the manufacturing processes, quality control and technical service to the user industries. The 
project will, therefore, also contiibute towards improving indigenous technology and technical skills. 

(9) In undertaking this production within the Company, the proposal also meets the objectives 
of optimising the use of the limited resources of trained, manpower and managerial skills m the countr y. 
If the project was undertaken by a separate company, a number ot trained managers would have to 
be found for its successful operations. As is well known such trained managers are not leadily 
available in India. It is possible for an organisation like Rallis to draw on its own pool of trained 
managers for such a project if established within the Company. 

(10) The proposal does not result in any undersirable concentration of economic power through 
dominant shares of markets, nor does it run counter to the interest of small scale industries. 

(11) The proposal is, therefore, believed to be wholly in the public interest. 

(12) To summarise, therefore, the considerations in favour of the proposal are :— 

(i) It is export oriented backed by an export guarantee. 

(ii) It will upgrade the value of exports from the country in the particular field. 

(iii) It subscribes to the general economic objectives before the country. 

(iv) It does not result in concentration of economic power to the common detriment and it 
is in fact in the public interest and to common good.” 


CHAPTER III 

EXAMINATION OF THE PROPOSAL 

Objections Received 

3*01 As mentioned in the introductory portion of this Report, certain objections have 
received to the proposal of the Company. The list of the objectors has been given in Appendix ‘A’ 
of the Report. The objections received can be broadly grouped under the following heads:— 

(1) Rallis is trying to enter the field of guar gum industry and processed gum industry by 
giving the nomenclature of “chemical auxiliaries and intermediates based on natural polysacc^rides 
starches and synthetics” to its proposed products. There is nothing new in the products Which the 
Company proposes to manufacture. The same products are being manufactured in India by many 
established gum processors as derivatives of guar gum which is the main natural polysaccharide 
produced in India. 

(2) It does not require a chemical unit to process and manufacture the products proposed 
by Rallis. In view of the fact that these are based on agricultural raw materials like guar seeds, the 
proposed unit should be treated as an “agio-based industry”. 

(3) The intention in calling the products ‘chamical auxiliaries’, etc. is to be able to enjoy 
a far greater incentive from the appropriate chemical Export Promotion Council whereas manu¬ 
facturers in the guar gum industry are restricted to the meagre export incentives currently in force 
through the Processed Foods Export Promotion Council. 

(4) Of late there has been some difficulty in securing the required raw material (i.e. guar seeds). 
. These are grown in dry arid regions where rainfall is scanty and that is the reason why of late there 
has been difficulty in securing their supplies. 
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(5) Guarantee of 60% for export seems to be on the low side. The existing manufacturers 
in this field are exporting 70 to 80% of their production of gums. 

(6) At present there are a number cf factories in the small scale as well as the large scale 
sector which have been issued licences for the manufacture of guar gums. This will meet the require¬ 
ments upto 1978-79. There is thus no scope for further capacity. 

(7) The progress of the guar gum industry has been retarded due to Government Policies 
and the established guar gum units are losing the export business to Pakistan. With Rallis having 
associates in other parts of the world the company will, if allowed to enter into this field, cut into the 
markets which are presently being tapped by small scale units. 

(8) A manufacturer of sodium carboxy methyl cellulose, monochloroacetic acid, industrial 
alcohol, resin finishes and various types of textile auxiliaries and chemicals, etc. has stated that many 
manufacturers of textile auxiliaries and chemicals are not in a position to run their plants at the full 
rated capacity for want of demand; there is already excess capacity in this field. 

(9) There will not be enough demand from the textile and paper industries to warrant the 
setting up of a new unit. 

(10) Most of the machinery for the manufacture of polysaccharide derivatives is available 
within the country; therefore there should be no need for import of machinery for the proposed 
project. 

Main Issues 

3 • 02 Taking into account the proposal as put forward by the applicant company and the 
objections raised, the following emerge as key issues in examining this proposal:— 

1. What exactly is the luture of the products proposed by Ralhs? Are these products the 
same or similar to guar gum and its derivatives already being produced in the country? 
If not, in what respect are the products proposed by Rallis going to be different. 

2. Is technology for the proposed products available in the country? If it is necessary to 
import it, whether the scheme proposed by Rallis is satisfactory? 

3. Will there be difficulty in procuring raw material, viz., guar splits, for the proposed pro¬ 
ducts ? 

4. Will there be sufficient internal and external demand for the proposed products? 

5. Will the export realization from the proposed products be substantially higher than the 
current export realisations in the field of guar gums/chemicals? 

6. Is the export obligation which the Company is prepared to undertake adequate or it 
needs to be increased? 

7. How far will the entry of Ralhs into this field adversely affect the existing small scale/ 
medium scale units ? 

The scheme of finance will also be an important aspect for our consideration in examining the proposal 
of Rallis. We will now take up these aspects one by one. 

Nature of the products proposed to be manufactured 

3 • 03 The applicant company’s main contention before the Commission has been that the 
products that it proposes to manufacture are not the same as ‘guar gum’. In support of its view it 
has stated as follows:— 

(i) As per I.S.I. Specification No. 3988-1967 relating to guar gum, the following are the 
important specifications for this standard:—■ 

(a) The material shall be obtained from guar seeds. 

(b) The material shall be in the form of splits or powder. 

(c) In case it is pulverised, the particle size is not larger than 125 microns. 

(d) Treated gums are not covered in this standard as they are tailor-made to suit specific 
industrial applications. 

31—TMof LJ&CA/ND/79 
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(ii) The manufacture of guar splits is a simple dehusking and milling operation which can 
be undertaken by small scale industry. The further pulverisation is also not complicated, although 
some care has to be taken with regard to the sieving and particle size. That is all that is involved in 
the manufacture of guar gum. 

(iii) By contrast, the flow sheet of the proposed plant (Appendix ‘D’) will illustrate that the 
products which the company proposes to manufacture involve more complex processes. The raw 
materials for these products will be in three forms:— 

(a) Guar splits, tamarind kernel or tarmarind kernel powder (all of which would be pur¬ 
chased from ancillary small scale industry, and will not be produced by Rallis) acrylics, 
sodium alginate, and certain modified starches (the latter 4 for the cross-linked combi¬ 
nation products). 

(b) Chemicals, such as monochloro acetic acid, hydrogen peroxide, caustic soda, glyoxale 
etc. 

(c) Gases, such as methyl chloride and ethylene oxide. 

3-04 The first stage in the process is preparation of the materials in the dry form through 
the micro pulverising air entrainment mill and blenders and graders. If any comparison is to be 
made with standard guar gum in the pulverised form, this is the stage where the production operation 
would be complete. But the company has to go two more steps further than this. To this pulverised 
form it is required to add suitable chemicals and then this mixture has to pass through three reactors; 
then degasify and dry up the products. Degasifying and drying operations require special case to 
avoid explosion because the gases are hazardous materials. 

3-05 After the above processes have been carried out, the chemicals have to move to the 
second micro pulverising operation. The mills for this purpose are to be specifically designed to 
achieve a maximum particle size of 80 microns and these will be required to be imported. 

3*06 Other points mentioned by the company to show that its proposed product will be 
different from guar gum are:— 

(i) If guar gum and the proposed products were in fact the same or similar, there would be 
no need to invest nearly Rs. 1 crore in plant & machinery for further processing of guar splits. The 
company can, as well, purchase these splits, powder them and sell them abroad as a part of its mer- 
chanting activities. 

(ii) There is considerable difference in the export prices of guar gums and the type of products 
that the company proposes to manufacture. In March, 1974, the export price of guar splits was 
Rs. 3200 per tonne and in July 1974 that of guar gum in the pulverised form was around Rs. 4150 
per tonne. Gurrently the export values are reported to be a little higher. As against this, the pro¬ 
ducts that the company proposes to manufacture and sell had in September 1974 an international 
price of around Rs. 12,000 per tonne. 

(iii) The products that the company proposes to manufacture are used by industries where 
there is a degree of cost awareness in very competitive fields. In such conditions, no industrial user 
will pay the price indicated for the company’s products if they could be replaced by guar gum at less 
than half the price. 

3 • 07 The Company has also given justification as to why its product should be called ‘chemical 
auxiliaries’. They are derived through chemical processes and are used as auxiliaries in a number of 
industrial applications. Their applications in the various industrial uses are again as intermediates 
and not as final products. Therefore, in that sence of the term, they may also be called chemical 
intermediates. 

3 • 08 In further support of its view the Company has quoted following observations of Whistler 
in his book ‘Industrial Gums (1973)’. The relevant extracts read as below:— 

“This rapid growth (consumption of guat derivatives) is largely because of guaran’s funetion 
not only in the traditional role of a viscosity builder for water systems but also as a hy¬ 
drogen—bonding reagant—type chemicals for such industries as mining and paper- 
making.” 
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Chemical modifications of polysaccharides is useful for altering chemical and physical pro¬ 
perties to give polysaccharides new application >.the ultimate goal of the chemist 

IS to custom-modify low-cost polysaccharides to fit new needs and applications.” 

From all that has been stated above, the Company has tried to establish that its product ig 
going to be very different from ordinary guar gum, crude or pulverised. 

ru We have also made enquiries from some of the users of the proposed products. 

nemicals and Fibres of India Ltd. have informed the Commission that the products which the 
company is proposing to manufacture are not guar gum derivatives. In their opinion, they are 
superior to Guar Gum derivatives in view of the following reasons:— 

(a) Better adhesive properties. 

(b) Flexible films are formed unlike the brittle films of guar gum derivatives. 

(c) Constant viscosity because these are manufactured to certain specifications. 

The above fea.tures, according to that concern, are some important pre-requisites for textile products 
meant for sizing and printing. 

^ Commission has obtained the views of the D.G.T.D. in this matter. According 

to them, since the products of manufacture are based on guar which is both a vegetable and an 
agricultural product and in the processing of guar seeds, the production of guar gum and modified 
gums which are used extensively in some form or the other in the food industries, this may be treated 
as an Agro Based Industry’. Guar gum is essentially a complex carbohydrate comprising galatose 
and mannose. Guar gum, treated and pulverised, are also classified under Import Trade Control 
Policy for registered exporters under G, 26-3 processed foods.” 

3 • 11 One of the points taken up before the Commission during its discussions with the 
memben of Guar Gum Exporters’ Association was that, by naming the proposed products as ‘chemical 
auxiliaries and intermediates’, the Company will be entitled to higher replenishment rates. It was 
pointed out that the present manufacturers of guar gum products are treated as persons engaged in 
an agio-based industry and are entitled only to a maximum of 8% replenishment rate on the export 
01 guar gum, treated and pulverised. If these items are to be classified as chemicals, then the re¬ 
plenishment rates can be in the range of 20 to 40%. 

■ ^ From the information available in Volume II of the Import Trade Control Policy, 

Ministry of Commerce, Government of India for the year 1974-75, it has been noticed that following 
replenishment rates are admissible to guar gum and chemical items:— 


A 




B 


Items 

Replenishment rates 


Items Replenishment rates 


1 


2 


1 2 


1. 

Guargum 

Crude 

1% 

1. Adhesive and adhesive gums 

40% 

2. 

Guargum 

Refined/Splits 

4% 

2. Adhesives; namely, paper adhe¬ 


3. 

Guargum 

Powder Refined • 

4% 

sives paste on imported facina 
strach/dextrine and chemicals • 

40% 

4. 

Guargum 

treated and pulverised • 

8% 

3. Textile Auxiliaries : 



(i) De emulsifiers • • • 20% 

(ii) Emulsifiers • • 20% 

(iii) Sodiumcarboxy methyloellu- 

lose.20% 

(iv) Other textile auxiliaries • 20 % 

3 -13 After considering all aspects in this matter we have come to the conclusion that the 
products proposed to be manufactured by Rallis will definitely be different from what may be called 
purely guar gum or its derivatives. 

3-14 It is of course true that the propo sed products are based on the use of guar splits as one 
of the important raw materials. But it would be misleading for what reason to identify them with 
uar gum although in a somewhat remote sense they would be derivatives from guar seeds. 
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3-15 While guar gum provides the starting raw material, the chemical processes which are 
used are expected to alter the chemical and physical properties of the starting materials. It appears 
that such products based on guar gum and other sources of polysaccharides such as the locust gum 
are being produced in many countries. It also appears that large part of the production in Europe 
is based upon guar gum obtained from India and Pakistan, who constitute the most important sources 
of this raw materials. The applicant Company has pointed out that the two existing manufacturers 
in this line, viz., Indian Gum Industries and Hazarat & Co., are already manufacturing certain che¬ 
micals similar to those proposed to be produced by the applicant and the prices of these in the dom^tic 
market are as high as Rs. 14,000 or so as compared to the prices of guar splits or guar gum which 
are much lower. There is no doubt therefore that what is proposed to be produced is something 
significantly different from guar gum as such. 

3*16 Many of the objectors have harped on the point that what the applicant proposes to 
produce is nothing but guar gum is some form or the other and their main objection appears to be 
that by using a different nomenclature the applicant will be in a position to obtain import replenish¬ 
ment at a rate much higher than what is derived by the existing producers/exporters. In this con¬ 
nection, the Commission would have liked to see some proof that products similar to those proposed 
by the applicant Company were not only being produced but exported under the name of guar gurn 
and its derivatives. The Commission, on more than one occasion, asked Guar Gum Exporters 
Association and also prominent producer-cum-exporter like Indian Gum Industries to give a break-up 
of their production and exports. Similar information was sought from the concerned Export Pro¬ 
motion Council. The Commission has failed to obtain information on these Imes. From the date 
regarding realisations from the exports effected, which we shall refer to later, it is clear that what is 
being exported is guar gum either in the form of splits or in the form of refined and pulverised gums 
and not chemical products derived from such gums. If any of the existing manufacturers are actually 
producing and exporting chemical products of the t 3 rpe proposed, it is obvious that they would make 
an effort to obtain import replenishment at higher rates, if that is permissible. In any case, it is not 
for the Commission to decide what the replenishment rate should be on a particular item of export, 
or even how a particular item should be classified for the purpose of such a decision. The Com¬ 
mission is merely concerned to examine what the proposed product actually is. It is satisfied that 
what is proposed is something quite different from guar gum as such. 

The Present Position of the Industry 

3‘ 17 In this connection, it would also be useful to record that at present there are four units 
in the organised sector engaged in the production of guar gum and its derivatives with a total licensed 
and installed capacity of 25,800 tonnes of guar gum products. The details about these units are 
given below:— 


Existing Manufacturers of Guar Gum 


Name and address of the existing Sane- Insta- Actual production (tonnes) 

manufacturer tioned lied--- 



capa¬ 

city 

capa¬ 

city 

1969 

1970 

1971 

1972 

1973 

1. M/s. Indian Gum Industries Ltd., 
Bombay-1. 

13,000 

13,000 

5,130 

5,279 

5,361 

4,845 

5,792 

2. M/s. Hindustan Gum & Chemi¬ 
cals Ltd., Bhiwani. 

9,600 

9,600 

3,846 

5,669 

6,098 

5,534 

4,696 

3 . M/s. Hazarat & Co., Bombay . 

2,000 

2,000 

1,118 

1,238 

1,251 

1,246 

999 

4. M/s. Gum Products of India, 
Ahmedabad. 

1,200 

1,200 

246 

Not 

reporting production 

Total • 

25,800 

25,800 

10,340 

12,186 

12,710 

11,625 

11,487 


3.18 It would be noticed that the actual production of the units has been substantially below 
the licensed and the installed capacity and the annual production has never exceeded 50 per cent of 
the capacity. It will be seen that one unit appears to be out of production. At the same time, five 
more units have been approved for the manu facture of these products with a total capacity of 24,500 
tonnes. These are, according to DGTD, at different stages of implementation. (See table below). 
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Units approved for the manufacture of guar gum 


Name and Address 

Items 

applied 

for 

Annual 
capacity 
asked for 

Annual Progress made by the 

capacity applicant since the letter 

accepted of intent was issued 

for sanction 
(in tonnes) 

1 

2 

3 

4 

5 

1. M/s. Vivekanand Gums & 
Polymers Pvt. Ltd., Bombay 

Guar Gum 

Processed 

Gum 

2,000 

600 

2,000 

600 

The unit is under construc¬ 
tion. C.G. Machinery li¬ 
cence issued to the party. 

2. Guar Gum Chemical Co. 
Ltd., Hissar. 

Guar Gum 

1,500 

1,500 

Under trial production. 

3. Gujarat Agro-Vivekanand 
Gums Ltd., Ahmedabad. 

Guar Gum 

2,400 

2,400 

Orders for indigenous ma¬ 
chinery placed. Land 
purchased. 

4. M/s. Hind Guar Gums Ltd., 
Bombay. (Unit at Rajasthan). 

Guar Gum 

15,000 

15,000 

Land acquired and build¬ 
ing plans are ready. 

5. M/s. Jhunjhunwala Brothers, 
Bombay (Unit at Jhunjhun, 
Rajasthan). 

Guar Gum 

3,000 

3,000 

No sufficient progress re¬ 
ported so far. 



24,500 

24,500 



3-19 On enquiry about the reasons for low utilisation of capacity, the Commission was 
informed that this was due to number of factors; sometimes it was the shortage of raw material, viz., 
guar and there have also been fluctuations in the external demand for the products. The internal 
demand for these products has also, it was reported, not been substantial. There are also some 
small scale units engaged in the production of guar gum splits. They appear to be mainly engaged 
in the production and export of guar giun splits. In their case also the actual production appears 
to be much less than the installed capacity. One of the problems faced by the producers of guar 
splits and guar gum appears to be that the material remaining after taking out gum,which constitutes 
about 80 per cent in bulk of the guar seeds, does not as yet find a ready market in the country even 
though it can be used as cattle feed. There are also some restrictions regarding the export of this 
material which is called ‘churi’. This may be one possible difiiculty in the way of larger production 
with the existing capacities in the industry. 

3 • 20 The bulk of the units are engaged in the production of guar splits which are exported. 
A few are also engaged in the production of refined guar gum and at least two, viz., Indian Gum 
Industries and Hazarat and Company are also engaged in the production of refined and pulverised 
guar gum as well as chemical products by treating this gum further. The information available 
about the exports of guar splits and other products is given below:— 


Exports of Guar Splits and other products 


Year 


Qty. in 
tonnes 

Value in 
Lakhs (Rs.) 

Average 
realisation 
per ton 

1969-70 • 

• 


204-73 

2,277 

1970-71 ■ 

• 


541-47 

2,311 

1971-72 • 

• 


513-10 

2,190 

1972-73 • 

• 


376-49 

2,296 

1973-74 • 

• 

19,781 

711-87 

3,598 


Source.—Processed Foods Export Promotion Ck)uncil. 
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3-21 As pointed out earlier, it has not been possible for the Conrmission to obtain any kind 
of break-up of the total exports into its constituents such as guar splits, refined gum and gum products 
if any. 

Technology 

3.22 As already mentioned above, there are at present two manufacturers who are making 
products similar to those proposed by Rallis. These are:— 

1. Indian Gum Industries Ltd., Bombay. 

2. Hazarat & Company, Bombay. 

In Indian Gum Industries Limited, 49% shares are held by Organa Trust R.C.I. Switzerland. They 
have been claimed to be the collaborators of this company. However, it appears that the know-how 
is being obtained by this company through the above mentioned Trust from CESALPINIA of Italy. 
The printed literature of CESALPINIA has shown Indian Gum Industries as ‘Indian Associates of 
CESALPINIA’. It has also been noticed that the brand names of the products of Indian Gum 
Industries Ltd., are the same as those of CESALPINIA. Therefore tjie collaborators of this com¬ 
pany are in fact the abovementioned company, which appears to be a subsidiary of Hercules Inc., 
U.S.A. 


3-23 Hazarat & Company has not preferred to lay their cards before the Commission in 
spite of repeated letters addressed to them. All that they mentioned to the Commission was that 
information concerning them will be sent to the Commission by the Guar Gum Exporters’ Associ¬ 
ation. The Association has not sent any detailed information about this company. However, 
Vivekanand Gums and Polymers Pvt. Limited to whom also a letter was addressed by the company 
has replied as under;— 

“Our parent company has a firm in the name and style of M/s.Hazarat and Company-Meypro 
Gums Division, where it manufactures all these derivatives of guargum and when this know¬ 
how is already in the country why should a large company of the calibre of Rallis India Ltd. 
should enter the field.” 

These observations are vague and do not mention anything as to how and from what source Hazarat 
& Company acquired the know-how for their products. It is also not known whether they are willing 
to share it with other enterpreneurs in the country, and if so, on what terms. Considering the fact 
that Hazarat & Company themselves have not furnished any information to the Commission, we 
are not in a position to come to any conclusion regarding the technology that is being used by Hazarat 
and Company, and whether it is competent and also willing to give it to others. In this connection, 
it may be mentioned that at the public hearing, representatives of Rallis pointed out that Hazarat* 
Co., originally purchased the technical know-how from General Mills of USA—a giant firm ranked 
by sales at 102 in 1973 in the ‘Fortune’ list. 

3-24 Shriram Institute of Industrial Research, to whom a reference was made by the Com¬ 
mission have not stated categorically that technology for the proposed pi-oducts is available in the 
country. All that they have stated is that technology for the Carboxy Methyl Cellulose, Carboxy 
Methyl Starch, Methyl Cellulose and Ethyl Cellulose is available with the Institute. However, these 
products are different from what is proposed to be manufactured by the applicant Company. While 
there may be some limited applications where there is parallel use between the products proposed 
by the Company and Carboxy Methyl Cellulose or Cellulose derivatives, activities of the proposed 
products and cellulose derivatives cannot be said to be identical or the same over the major range of 
applications. 

3-25 Enquiries from the Ahmedabad Textile Industries Research Association (ATIRA) 
have also not given any information to show that technology for the proposed products is available 
in the country. All that has been stated is that ATIRA has developed a process for the modification 
of starches and indigenous gums to provide printing thickners and, especially, a substitute for sodium 
alginate in printing of textiles with reactive dyes. This sodium alginate substitute, it has been 
stated, is being manufactured by Sarangpur Cotton Mfg. Co. Ltd., Ahmedabad. However, ATIRA 
has not elucidated the position regarding their technology in detail nor did it appear ^fore the Com¬ 
mission during the course of the public hearing though it was invited to do so. 

3-26 RaUis did not, till the date of public hearing, disclose any details regarding the colla¬ 
boration arrangements envisaged. It was merely stated that know-how and technology will be pro¬ 
vided to the Company by the minority shareholder—Fisons Ltd. of U.K. and that t&s will be free 
of charge. The Commission’s further enquiries, however, revealed that Fisons Ltd. of U.K. are 
not in the line of production proposed by Rallis. Therefore the Company was questioned again as 
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to how and from what source Fisons will secure the technology which they will pass on to Rallis. 
In response, the Company has sent the copy of a letter from Fisons, U.K. in which Fisons has confir¬ 
med this as under:— 

“We refer to the discussions regarding Rallis entering the field of export oriented manufacture. 
We confirm that Fisons are in a position to make available to Rallis manufacturing technology 
for chemical auxiharies based on the natural polysaccharides guar, tamarind and combination 
products for use in textile printing, mining, oil drilling, paper and other industries. 

We have indications of demand for such products in the international market as we would be 
willing to act as selling agents for Rallis exports of such products. We would be willing 
to make available the above manufacturing technology to Rallis free of charge provided we 
were appointed as selling agents on a commission of 5 % FOB value. We realise of course 
that the rate of conunission for selling agency would require prior approval of the Exchange 
Control Authorities of the Government of India.” 

3'27 Even in this letter how Fisons Limited will be able to obtain technology was not dis¬ 
closed. But during the course of the public hearing on 3rd December, 1974, the Company disclosed 
tlmt Fisons will be securing technology from Mr. Henry Hefty, who, it was said, had been connected 
with the family business which owned the CESALPINIA Group of Italy. (In this connection see 
para 2-12 in Chapter II above). 

3-28 We asked the applicant Company why Fisons Ltd. (U.K.) should make this technology 
available free of charge. Its answer was that Fishons have enquiries for the supply of the proposed 
products in the world markets. “As the main raw materials are available in India, Fisons are willing 
to provide the technology to the Company to enable the Company to establish manufacture in India. 
Fisons will be providing this service without charge in view of their long association with the Company 
and in their role as the Company’s shareholders. Fisons are also interested in international trade 
based on supply of goods manufactured in India and, as it is proposed they should be the Company’s 
selling agents for exports, have this added interest in the proposed projects.” 

3-29 It was pointed to them that what was proposed was merely an export sales commission 
at five per cent to be paid to Fisons and this amount would come to about Rs. nine lakhs per annum 
on full production being reached. Moreover, this amount will cover all selling expenses abroad so 
that Fisons’ net gain out of this commission would be much smaller. We also observed that, as 
shareholders, Fisons have obtained in recent years a net dividend of a little over Rs. six lakhs per 
annum. We specifically asked the representatives of the Company whether Fisons were willing in 
effect to buy the technology and make it available to Rallis free of cost in return for a small part of 
Rs. nine lakhs—the sales commission on exports—and possibly some increase in the dividends if 
this line proves to be sufficiently profitable. We were categorically assured that this was so, and 
that no other direct or indirect payment would be involved for the transfer of technology. The 
representatives of Rallis also pointed out that they expected to import the technology initially, adding 
to it and developing it further through their own R & D in subsequent years. 

3-30 It appears to us that the technology for the proposed products is not available in India. 
The existing producers of the proposed products have also obtained the technology from abroad. 
It appears therefore that there is no escape from importing the technology if the proposed produc¬ 
tion is to be established. That the applicant Company is in a position to obtain the technology 
without having to make a definite payment for this purpose can be said to be an added advantage 
of the proposal. The Government will have to ensure that the applicant Company in fact does not 
make any direct or indirect payment and it may be useful to take an undertaking from Rallis to that 
effect. The question relating to the exact commission to be paid to Fisons Ltd., U.K. on exports 
from India will, we presume, be examined by the appropriate Government authorities. 

Availability of Raw Materials 

3-31 Though the applicant Company has stated that guar gum as well as kernal of tamarind 
seeds and other natural sources of polysaccharides will be the basic raw materials, it appears that the 
principal raw material for the proposed product will be guar gum. This gum is derived from the 
seeds of the guar plant, Cyanaposis tetragonobobus, family Leguminosae. The guar plant is a pod¬ 
bearing, nitrogen-fixing legume. It has been grown for centuries in India and Pakistan where it 
is one of the principal crops and is used as a food for both humans and animals. Guar has also 
been introduced in the United States and in the year since 1946, its potential as a cash crop and its 
value in contributing to soil fertility has been recognised.* 

Industrial Gums, Polysaccharides and their Derivatives—Edited by Roy. L, Whistler, Academic Press, Inc 
New York, 1973, p. 304. 
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3 • 32 Guar seed is a discotyledon with gum in the endosperm which forms about 30 % of the 
seed. The seed comprises of two portions—the gum portion which accounts for about 30%, 
and the guar meal which constitutes the protein portion which is of the order of 60 to 65 %. The 
uar meal is currently used only as a cattle food. 

3-33 Guar needs tropical climate and porous soil. It is reported to be a very sun-loving 
plant and needs warm weather. It is a seasonal crop of 90 days’ duration and is generally sown after 
the first rains in the month of July. Climatically, certain parts of India are eminently suited for 
the cultivation of guar. The main areas where it is reported to be grown are Punjab, Rajasthan, 
Haryana, Gujarat and U.P. The production for the year 1971-72, State-wise, was reported to be as 
follows:—• 


Name of the State 


(Estimated) Production in 
1971-72 (m tonnes) 


Gujarat .... 

1,31,600 

Haryana .... 

53,900 

Orissa .... 

1,000 

Punjab .... 

42,900 

Rajasthan • • ■ • 

2,44,200 

Uttar Pradesh 

43,300 


Total • 5,16,900 

3-34 According to the information furnished bv the DGTD, out of the estimated produc¬ 
tion of 5-16 lakhs tonnes of guar seeds, approximately 15 to 20% is being exploited for industrial 


purposes. 

3*35 The requirements of Rallis for the proposed products will work out to approximately 
10,000 tonnes. The difficulty felt by existing producers in securing the supplies of guar in the past 
few months appears to have been due to the drought conditions prevalent in some part of the country. 
This situation is a temporary one. The crop being of short duration, and with the increasing de¬ 
mand from industries, its production is bound to pick up. It has even been said that there are good 
prospects of more than one crop being taken in a year. Moreover, the demand of 10,000 tonnes 
against an annual production of more than 5 lakh tonnes is not so large as to pose a problem. 

3-36 A suggestion was made during the course of the public hearing by the representative 
of the DGTD that a Large House like Rallis should do some extension work in the field of guar 
growing. This can be done by providing farmers loans, agricultural inputs like improved seeds, 
fertilizers and technical advice where needed. The Company has expressed its inability to embark 
upon any overall scheme of assistance to growers of guar along these lines. But it has stated that 
the Company as manufacturers of pesticides and fertilizers is already involved in agricultural extension 
work and it would naturally be prepared to offer whatever assistance is possible and practical within 
<he scope of its project to try and improve the growing of guar in certain selected pockets. The 
Company has, however, stated that this type of extension service would be only voluntarv and this 
should not bwome a condition of Government’s approval for the project. Further, its total re¬ 
quirements of the starting material in the form of guar seeds, which would be processed by small 
scale units from whom the Company will buy the guar splits, would be so small in relation to the 
total crop, that it would not be practicable to impose a condition of this nature. 

3.37 As important aspect that was raised by the Members of Guar Gum Exporters Asso¬ 
ciation during the course of discussion with the Commission at Bombay related to disposal of “churi” 
hy the existing manufacturers of guar gum. It was pointed out that nearly 70 % of the total guar 
seed is in the form of churi which can be utilised only as a cattle feed. Unfortunately, according 
to them, this cattle feed is not very popular in India. Therefore, the guar gum manufacturing 
units find it diffllcult to sell it. There is a considerable market for this by-product in foreign countries. 
However, the Government’s policy regarding export of churi had been erratic. Government 
has been announcing from time to time export of quotas for the fixed quantity of churi. Because 
of lack of proper knowledge, the guar gum produwrs who obtain churi as a bye-product are 
not in a position to take advantage of this export quota. It was pointed out by 
the representatives that Pakistan, which is another important country in the field 
of guar ^m, is freely allowing export of churi. Though we are not, in the present reference, con¬ 
cerned with the disposal of churi, as Rallis propose to buy guar splits as their basic raw material 










477 


the Government may perhaps like to consider this problem in its proper perspective; if export of 
churi can secure foreign exchange and also improve the economics of guar production and the guar 
gum industry, there may be no objection to permit its export, especially if there is insufficient internal 
demand for it. 

3-38 As already mentioned above, the applicant Company has made it clear that it has no 
intention of entering the field of buying guar seeds. The production of guar splits from guar seeds 
can be easily undertaken by small scale units. The Company has therefore decided that it will buy 
guar splits from small scale units which are already in this line. The Company’s project will pro¬ 
vide additional markets for these units. 


Demand for the proposed products 

3-39 No independent estimate of the future demand for these products is available. On a 
query from the Commission, the DGTD has stated that the local demand is very limited, viz., about 
10 to 15 per cent of the present production of guar and its products. But there is considerable ex¬ 
port demand particularly for the textile and food processing indudstries in Europe and the USA. 
“During the year 1973-74 approximately 18,000 tonnes of guar, gum and derivatives valued at Rs. 
6-28 crores were exported, and the exports to USA accounted as much as 50 per cent. Other ex¬ 
port markets are Italy, France, West Germany, Japan and U.K. The target of exports by 1978-79 
will be of the order of 60,000 tonnes valued at Rs. 22 crores. In other words, we are hitting 
(sic) on a threefold increase between now and 1978-79 and the emphasis is on the exports of more 
and more of finished guar gum and derivatives fetching a high unit value realisation.” 


3.40 The applicant Company stated that no formal demand survey for the proposed pro¬ 
ducts had been undertaken by them. The Company has however claimed that the estimates of 
demand made by the Company were based on general enquiries in India and the foreign markets 
among the concerned industries. The main application of the proposed products were related to 
textile printing. They were also envisaging application in other industries such as paper and mining: 
including oil drilling. While gum based products are also coming to play an important role in food 
processing industries, the applicant company categorically stated that they were not thinking of 
such applications as a part of the present project, mainly because, under the specific directions 
laid down by the Food and Drugs Administration of the USA, gum derivatives to be used for the 
food industry have to be produced in a plant which is entirely independent of the plants used for 
other products. As the United States is one of the important potential markets, it is not desirable 
to go in for a product which cannot be exported to the United States. 

3.41 The basis on which Rallis has worked out the possible internal and external demand 
for the proposed products may be seen from an extract given in Appendix ‘E’ from its presentation 
at the public hearing. While these projections appear to be reasonable, it is not necessary to go 
into the details. As Rallis has admitted, the extent to which demand will actually arise for the pro¬ 
ducts proposed to be produced by them depends upon the growth of various industr ies in which the 
proposed products find an application as well as the extent to which it is able to develop tailor-made 
products to suit the requirements of particular consumers. Continuous application of R&D and 
effective technical services would be very necessary if appropriate products are to be developed and 
their sales effected both in the internal and international markets. In the international markets, 
Rallis will have to face sivere competition from well established companies of international repute. 
In the internal market, competition may be less fierce but it will certainly exist as at least two pro¬ 
ducers with close links with well established foreign producers are already in the field. Moreover 
the competition, both internally and internationally, would be not merely with other gum based 
products but other products which may serve the same purposes but would be derived from other 
raw materials. Cellulose based products, for example, can offer competition in certain applications 
while in certain others they might be complementary. It is apparent that there is much scope for 
innovation and market development in this area and the extent of the future market would very 
much depend upon the efforts of the applicant Company as well as the other undertakings operating 
in the field. It does not appear to us necessary to examine the demand aspect in any further detail. 
We are satisfied that what Rallis proposes to produce and export would constitute a small part of 
the total international market and therefore there would not be any overwhelming difficulty in the 
way of their being able to sell abroad. The fact that India is one of the major world producers of 
the basic material, viz., guar should be a definite advantage. On their own presentation Rallis share 
of the internal market would be a little less than 1/5th—17% to be exact. Without pronouncing on 
how realistic this estimate is, it is apparent that there would be definitely some degree of competition 
in the market in these products. Moreover the buyers of the products will all be well organised in¬ 
dustries. No apprehension of market exploitation need therefore be entertained. 



478 


Export Realisation 

3-42 Information collected by the Commission from the Processed Foods Exports Promo¬ 
tion Council has indicated the following position regarding the realisation* per tonne for the crude, 
refined and pulverised and treated types of exports of guar gum and its derivatives. 


(Rs. per tonne) 


Year 



Crude 

Refined 

Pulverised & Treated 

1970-71 


• 

1600 

2500 

3700 

1971-72 



2000 

3000 

4000 

1972-73 

• 

• 

2200 

3000 

4500 

1973-74 

• 

• 

2650 

4200 

5800 

1974-75 

• 

• 

3200 

4700 

7000 


3-43 As already mentioned earlier, information furnished by the same Council has indi¬ 
cated the following position regarding exports in this field during the past four years;—■ 


(Rs. per tonne) 

Year 

Quantity (Kgs.) 

Value (Rs.) 

Average Realisation 

1970-71 

2,34,30,019 

5,41,47,294 

2311 

1971-72 

2,34,30,214 

5,13,09,726 

2190 

1972-73 

1,63,97,933 

3,76,48,827 

2296 

1973-74 

1,97,80,906 

7,11,87,468 

3598 


The average realisation for various years does not exceed Rs. 3600 per tonne. 

3.44 According to Rallis, prices of guar gum exported in recent ;.Tionths have increased 
to reflect the world inflationary spiral and the country has benefited from this. In the last three 
months some exports of the finer mesh guar gum powder have taken plac; at more than Rs. 7000 
per tonne. But these are not exports of the chemical derivatives of guar, such as those proposed 
by Rallis. According to Rallis, in the period Julj-September, 1974, when the export price of guar 
gum powder was around Rs. 4,150 pe.. tonne, the average world prices of the chemical derivatives 
ranged around Rs. 12,000 per tonne. If the export prices of guar gum and guar splits rise, the ex¬ 
pectation is that the prices of the chemical derivatives will also rise in the world market. Even if 
there is a trade recession, the Company hopes to get an average export price of Rs. 10,000 per tonne. 
In that event the prices of guar gum exports are also likely to come down. 

3-45 Rallis has also pointed out that the claim by some guar gum manufacturers about 
exporting 80% of their production relates to guar gum of which the main sources are India and 
Pakistan; and these exports cannot be compared with those proposed by Rallis. “From export 
statistics produced by the customs and so on,” the applicant Company has stated, “we gather that the 
exports of guar gum in 1973-74 of three leading exporters were as follows:— 



Tonnes 

Total Value 
(Rs. lacs) 

Value/tonne 

(Rs.) 

Hindustan Gums • 

5281 

130 

2462 

IGI ... 

2361 

135 

5718 

Hazarat 

1090 

39 

3578 


We do not know what percentage of their production these exports represent. The figures for Hazarat 
& Co. may not reflect the whole picture, as we understand some of the exports are channelled through 
the Coca Cola Corporation.” These figures are similar to those supplied by the Export Promotion 
Council for Hindustan Gums and IGI. 


’''Based on random samples of selected exports from the Customs Daily List of Exports. 
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3-45A As we have mentioned earlier, in spite of our repeated quaries, the existing manu* 
facturers in this line have not given a break-up of the exports made by them categorywise, i.e., exports 
of guar seeds/splits, guar powder, pulverised or treated, and chemically treated guar products as 
proposed by Rallis. In the absence of this information from their side, we are not in a position to 
know what exactly has been the nature of the exports made by them. However, considering the 
average price realisation worked out earlier and the export prices of the products proposed by Rallis, 
it appears to us that the products and therefore exports of the applicant Company will be signi¬ 
ficantly different from those of the existing exporters. 


3-46 In that case, the realisation from exports proposed by Rallis are likely to be much 
higher than what is realised from the present exports. If our surmise that the major part of presenv 
exports are in the form of guar splits and to some extent unprocessed guar gum is correct, it is obvious 
that the price realised in the international market for these would be much lower than what would 
be realised from the exports of the products proposed to be produced by the applicant 
Company on the basi» of guar gum as a raw material. A basic assumption for this expectation is 
that Rallis will i-ct export guar gum as such in any form but only the products which would be based 
upon guar gum as a raw material. The applicant Company has categorically assured the Commission 
thai it IS not its intention to export guar gum. The Company representatives pointed out that, if 
it was merely inteiested in exporting guar splits or guar gum, it would have been able to do so as 
an established trading-cum-export agency and the present elaborate proposal with considerable 
investment in plant and machinery would not have been necessary for the purposes. There is 
much to be said for this plea of the applicant Company. 


Export Obligation 

3*47 As indicated in the earlier part of this Report, the Company is prepared to undertake 
exports to the extent of 60 % of its production. As mentioned earlier, the DGTD has stated that 
the local demand foi these products is very small; but there are good prospects of export in the next 
four to five years, particularly for the textile and food processing industries in Europe and the USA. 
The targets of exports for 1978-79 will be, according to the DGTD, of the order of 60,000 tonnes 
valued at Rs. 22 crores. In future the emphasis should be on the export of finished guar gum and 
derivatives fetching a high unit realisation. In view of this position, the DGTD’s representative at 
the public hearing suggested that the Company should have a minimum obligation to expoA 80% 
of its production and that the export obligation should be for a period of ten years initially, which 
could be extended for another five years at the option of the Government. The repiesentative also 
pointed out that an obligation to export 80% would also imply that a Large House like Rallis will 
not be able to sell much in the domestic market and thus the smaller producers, who are already 
in the field, will not be adversely affected by the entry of Rallis. 


3-48 Rallis has pointed out that this suggestion of the DGTD is based on the misunder¬ 
standing that the products proposed to be produced and exported by Rallis are essentially similar 
to the products that are at present produced and exported in the country. This is not so. What 
Rallis would produce and export would be products which are at present produced only by a few 
producers and which, from all accounts, not exported at all. The export realisation from the export 
of the proposed products would be very much higher than what is being achieved by the exports of 
guar splits and guar gum at present. Rallis therefore claimed that the suggestion of the DGTD was 
based on a misconception. The applicant Company also pointed out that an export obligation of 
a larger mangitude or for a longer period was not a practicable proposition. 

3-49 In correspondence with the Commission as well as in discussions at the public hearing, 
Rallis has given good reasons to suggest why it thinks that achieving export of about 1800 tonnes 
per year of the proposed products appeared to it to be feasible. The emphasis was on the faet that 
these exports • would constitute only a small part, about 5%, of the total expected 
international demand for the proposed products by 1981-82. As the Company would be entering 
this field for the first time, and it will have to compete with well established foreign giants with better 
technical as well as marketing capabilities, it thought that modest effect of this kind would be all 
that could be guaranteed. As the profits realisation would be high, and taking into account various 
export incentives etc., if more exports arc possible the Company would of course be interested in 
effecting these. It would not however like to accept an obligation of more than 60 % of its output, 
i.e. 1800 tonnes per year. As regards the period of the obligation, the Company pointed out that, 
in any case, taking into account the two years that would be required to set up the project, the five 
years obligation period runs up to 1982. As these products are in an area where technologies are 
constantly developing and changing, the risk of product obsolescence is quite high and it would be 
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unrealistic to envisage today what the international market would be like after 1982. The appl'cant 
Comnanv would be only too willing to continue the exports as long as possible. However, to 
guarantee such exports beyond 1982 would hardly be realistic as no one would be able to say today 
what the state of demand would be at that time. 


3-50 The Commission has considered this matter. We are inclined to agree with Rallis that 
insisting on a guarantee for a longer period is unlikely to be realistic. As regards the proposition 
of production to be exported, it is apparent to us that the representative of the DGTD continued 
to diink that the products to be exported by Rallis would not be essentially different from the pro¬ 
ducts being exported a: present. According to the figures indicated by the DGTD, the export target 
for 1978-79 assumed a realisation of Rs. 3667 per tonne of exports. As against this, Rvillis expect 
to realise not less than Rs. 10,000 per tonne, and possibly more, as the present prices of such pro¬ 
ducts appear to be in the range of Rs. 12,000 per tonne. Thus, if Rallis succeed m exporting its pro¬ 
ducts it will be of significant advantage to the national economy, as a p-oduct with high unit value 
will be exported instead of one with a low unit value. As normally the Government accepts a pro¬ 
ject as an export oriented one if 60% cf the output is exported, we do not see that there is any special 
reason in this case to insist upon a higher percentage. As the proposed products are new ones and 
markets will have to be established, we think it would be appropriate not to insist on a higher export 
obligation. 


3-51 One of the points underlying many objections that have been raised to the proposal, 
specially by the existing producers and exporters, appears to be based on the fear that what Rallis 
inight in effect produce and export would be guar gum or some simple derivatives of guar gum rather 
than any sophisticated product with a much hi^er value. While Rallis has given a convincing 
answer regarding this feai (see paragraphs 3-03 to 3-08 above) it appears to us that the fear is not 
without some foundation. While there is no doubt that Rallis would be very keen on producing 
and exporting, the special products along the lines indicated, Rallis may be forced to produce and 
export guar gum or its simple derivatives in case market resistance m the international market could 
be met. In such a case, Rallis would be merely substhuting its exports for the exports of smaller 
business groups. This would certainly be undesirable in terms of the objectives of the MRTP Act. 
To avoid such a possibility, it may be useful to lay down a definite prohibition against Rallis making 
any export of guar gum or its simple derivatives. 

3-52 As regards the export obligation, we assume that Rallis will be asked to give an under¬ 
taking in the appropriate form prescribed. 

Efifect of Small/Medium Scale Units 

3 • 53 One of the objections raised to the present proposal of Rallis has been ^hat the pro¬ 
ject will affect the existing small scale units and other units engaged in the manufacture of guar 
gum, etc. This fear, it has been pointed out by Rallis, is misconceived in as much as the type of pro¬ 
ducts which it proposes to manufacture cannot be manufactured in the small scale units. This is 
due to the following reasons 

1. The investment is well beyond the scope of small scale industries. 

2. The process and quality control would be beyond the capabilities of normal small scale 
industries. 

3. The technical service and market and marketing development, both external and internal, 
would be beyond the capabilities of small scale industries. 

3-54 The contention of Rallis is that the Company will be in fact helping the small scale 
industries because it is not going to enter into the field of dehusking and milling of the seeds. The 
Company will be purchasing splits and this will certainly provide a good avenue to small scale 
umts to come into this field and supply guar splits to the Company. 


3-55 As regard medium scale umts like Indian Gum Industries, it is true that Rallis will 
produce products which are similar to some of the products produced by these units. The nature 
of the products has already been explained earlier in the Report. It is clear that these products have 
to be so developed and continuously modified as to satisfy a particular need in relation to specific 
industrial requirements. Competition regarding application research and technical services will 
therefore play a major role in ensuring continuous technological improvement and better adapta- 
.• n of products to industrial requirements. The existing units which are producing products similar 
“°-hose proposed by Rallis are associated with foreign companies which are in the same field of 
t® ^ 
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production and are operating in the international market. Rallis will also have foreign association 
in that its major foreign shareholder, viz., Fisons of U.K. will be its export agent. The main advan¬ 
tage in favour of Rallis from the national point of view would be that Fisons itself is not in this line 
of production. Fison therefore is likely to take more interest in promoting the sales of the proposed 
products of Rallis than foreign companies associated with the existing producers who will want 
to preserve their share of the international market and would not therefore be interested in the Indian 
companies producing these products for supply in the international markets. Rallis entering this 
field would therefore not only provide healthy competition in the internal market for the proposed 
products but it will also make it more definitely possible for Indian Production to enter the world 
market in these products. From this point of view, Rallis entry into this line cannot be said to be 
against promoting healthy competition. 

Scheme of Finance 

3-56 In addition to the expenditure of Rs. 124 lakhs on the proposed project, the following 
expenditure of capital nature is also proposed to be incurred by the Company on its other projects:— 


(Rs. lakhs) 




1974-75 

1975-76 

1976-77 

Normal Replacement/Expansion 

• 

227 

90 

90 

Marine Products .... 

• 

.. 

127 

23 

Toxaphene ..... 

• 


75 

95 

Increase in working capital 

• 


•• 

40 



227 

292 

248 

Total expenditure on other projects 

767 




Total on all projects 

891 




Source of Funds 





3*57 The total amount of Rs. 891 

lakhs 

is proposed to be obtained from the following 

sources :— 




(Rs. lakhs) 



1974-75 

1975-76 

1976-77 



Internal Generation .... 

. 

156 

177 

199 

Secured Loans .... 

. 


109 

. . 

Un-secured Loans .... 

. 

5 


(-)7 

Bank/Borrowing (Working Capital) 

• 

(-)146 


50 

I/Liabilities for deferred payments 

* 

5 

, , 

. . 

Current Liabilities & Provision • 

• 

59 

33 

70 

Decrease in working Capital 

• 

148 

33 




227 

352 

312 

Total : Rs. 891*00 lakhs. 





Internal Generation 





3*58 Internal generation during the years 1974-75 to 1976-77 has 

been shown by the Com- 

pany as under :— 




(Rs. lakhs)) 



1974-75 

1975-76 

1976-77 

Net profit after interest & depreciation 

• 

364 

339 

344 

Add : Depreciation 

• 

64 

85 

118 



428 

424 

462 
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Less: Taxatioa. 230 205 209 

Dividend. 42 42 54 


272 247 263 


Balance available from Internal genera¬ 
tion . 156 177 199 


For the proposed products internal generation will be of the order of Rs. 60 lakhs. 

Scrutiny of Internal Generation of Funds 

3-59 Funds likely to be available from internal generation during the three years 1974-75 
to 1976-77 are Rs. 532 lakhs. Net profits after interest and depreciation amount to Rs. 1,047 lakhs. 
The amount of tax and dividend payable will be Rs. 644 lakhs and 138 lakhs respectively. This 
leaves a balance of Rs. 265 lakhs. Non-cash expenses on account of depreciation which have been 
included in the expenditure before arriving at net profits amounts to Rs. 267 lakhs. Thus the net 
amount available for financing the projects will be Rs. 532 lakhs. Out of this Rs. 60 lakhs are pro¬ 
posed to be utilised for the project under examination. 

3-60 In order to assess the reasonableness of the figures for internal generation, a compa¬ 
rison has been made of the projected figures with the results of the Company during the last five 
years. We do not consider it necessary to give details about the various calculations that have 
been made by the Commission in this regard. It has, however, been noticed that the percentage 
of gross profit on average capital employed in somewhat high in the projected figures as compared 
to the actuals. In case the rate of return is lower in practice than what the Company projects, in 
ternal generation will be reduced and new sources of funds may have to be explored to make up 
the shortfall. However, since the total amount expected to be provided from internal generation 
for the proposed project is only Rs. 60 lakhs, it will be possible for the Company to provide funds 
to this extent from internal generation. 

3-61 The equity debt ratio of the Company had been a little above 1:2 in the past. It has 
however, been estimated at a lower level in the projected period and, if this estimate materialises, 
then it would be well within the norms laid down by Government. 


CHAPTER IV 

CONCLUSIONS AND RECOMMENDATIONS 

4-01 The proposal under consideration has been put forward by Rallis which is a Large 
House with an employed capital of a little over rupees twenty three crores at the end of 1972-73. 
The Company is already engaged in a number of diverse production lines—fertilisers and chemicals, 
pesticides, pharmaceuticals and engineering and also in merchandise including exports. Under 
the terms of the MRTP Act the proposal put forward by such a company has to be examined with 
reference to the objectives of the MRTP Act and specially the considerations indicated in Section 
28 of that Act. 

4-02 The discussion in the preceding chapters would indicate that no major 
objections were raised to the proposal ana such objections as were raised were not 
sustained till the point of the public hearing held by the Commission. The only 
objection that was consistently raised by a number of producers relates to the classification of the 
proposed products for purposes of import replenishment licences. We have given our views 
regarding this classification and our conclusion is that there is justification in favour of classifying 
the proposed items as ‘chemical auxiliaries and intermediates’. What exactly this should imply 
in respect of import replenishment licences is not a matter for the Commission to decide or even 
recommend. This may safely be left to the concerned authorities. 

4-03 Our examination of the proposal indicates that the establishment of the proposed 
project would certainly help establish the production of products which will meet the requirements 
of overseas as well as home markets and especially open up new international mirkets. The export 
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obligation of 60 per cent of the proposed products would ensure that the proposed expansion of a 
Large House like Rallis will be on balance of advantage to the national economy. The fact that this 
development will also necessitate continuous application research and create the possibility of larger 
exports in the future based on a raw material in which India has a certain advantage may be con¬ 
sidered to be an additional benefit in favour of the project. 

4.04 At the same time, we have taken note of the fear expressed by some of the existing 
and especially small scale units that a Large House like Rallis should not be permitted to export pro¬ 
ducts like guar splits or even guar gum which can be easily produced and exported by small and 
medium scale units. Rallis has categorically stated that it intends to do no such thing. While we 
accept the bonafide intentions of the Company, it will be useful, at least for the purpose of miti¬ 
gating the fears of the smaller units, that a condition should be imposed on Rallis that it will not 
export guar splits or guar gum in any form and that it will only export the products proposed to be 
manufactured by it, using guar gum only as a starting material. ' 

4-05 One of the important advantages claimed by Rallis for the proposed project is that 
it will introduce a new technology for the production of the proposed products without any cost 
to the country. It will be useful to lay this down formally as a condition. It can be along the lines 
specifically confirmed by the Company at the public hearing, viz., that no direct or indirect pay¬ 
ment would be involved in the purchase of technology in this project. The export sales commission 
to be paid to Fisons should be only at therate considered as normal in such transactions. 

4'06 We therefore recommend that the project proposed by M/s. Rallis India Limited for 
the production of chemical auxiliaries and intermediates may be approved subject to the following 
conditions :— 

1. an export obligation of a minimum of 60 per cent of the proposed production ; 

2. no export of guar splits or guar gum in any form; end 

3. no direct or ndirect, payment for obtaining technology relating to the present project. 

(Sd.) JUSTIBE J, L. NAIN 
Chairman 

(Sd.) H. K. PARANJAPE 
Member 

(Sd.) H. M. JHALA 
Member 

New Delhi 

Dated 21 December, 1974 


Appendix A 

Rallis India Limited, Bombay 
Report under Section 22(3) (b) of the MRTP Act, 1969. 

List of the Companies j Associations who have addressed the Commission 

1. M/s. Guar Gum Expoiters Association, 

157, De Mellow Road, 

Bombay-1, BR. 

2. M/s. Gum Products (India), 

Opp. English Cinema, 

Panchkuva, 

Ahmedabad-3^0001. 

3. M/s. Pidilite Industries Private Limited, 

54-H, Maulana Azad Road, 

Opp. Bradhury Mills, 

Rangwalla Compound, 

Bombay-ll. 
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4. M/s. Viveka Nand Mills, 

Old Arsjirwadi, 

Mazegaon, Bombay-10. 

5. Indian Gum Industries Limited, 

Shroff Bhuvan, 

157, P. D. Mellow Road, 

Bombay-1. 

6. M/s. Vivekanand Gums & Polymers Pvt. Ltd. 
66 G. P. Tank Road, 

Bombay. 

7. M/s. Hind Gums Limited, 

157, P. D. Mellow Road, 

Bombay. 

8. Gujchem Distillers India Limited, 

Gujchem Factory, 

P.O. Sardesai Factory Billomora, 

Distt. Valsad, 

Gujarat. 

9. M/s. Hazarat & Company, 

Warden House, 

Sir Phirozshah Mehta Road, 

Bombay-AOGOQl. 


Appendix B 

Rallis India Limited, Bombay 
Report under Section 22(3) (b) of the MRTP Act, 1969. 


Company's reply regarding interconnection 



Name of the Company 

Reason for not accepting interconnection 


1 

2 

1. 

Boehringer-Knoll Ltd.* 


2. 

Capsulation Services Pvt. Limited 

• It is not interconnected to Rallis in terms of the defi¬ 
nition of ‘interconnected undertaking’ given under 
Section 2(g) of the MRTP Act, 1969. 

3. 

Hemalatha Textiles Ltd.* 


4. 

Rallis Chemicals Ltd.* 


5. 

Ralli-Hoyland Ltd. 

• This Company merged with Rallis India Ltd. on 
1-9-1965. 

6. 

Rallifan Ltd. • • • • 

• This Company merged with Rallis India Ltd. on 
31-8-1966. 

7. 

Rallis India Limited* 


8. 

Ralliwolf Limited* 


9. 

Sudarsanam Ltd. 

• This Company was acting as Managing Agents of 
Hemalatha Textiles Ltd. and after the abolition of 
the Managing Agency System, went into voluntary 
liquidation. 
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AppeKDIx B— Contd. 

i 2 

10. Teddington Choraicals Factory Ltd. This Company merged with Rallis India Ltd. on 

1-5-1962. 

11. W. T. Suren & Co. Ltd.* 

The Company never had any investment in the Com¬ 
pany and IS not interconnected in terms of the defi¬ 
nition of ‘inter-connected undertaking’ given under 
section 2(g) of the MRTP Act, 1969. We are not 
aware why this Company was shown as inter-con¬ 
nected to Rallis Group by the Industrial Licensing 
Policy Inquiry Committee. 

The Company never had any investment in this Com¬ 
pany and is not interconnected in terms of the defi¬ 
nition of ‘interconnected undertaking’ given under 
Section 2(g) of the MRTP Act, 1969. We are not 
aware why this Company was shown as interconnec¬ 
ted to Rallis Group by the Industrial Licensing 
Policy Inquiry Commission. 


We have not accepted the interconnections of some of the companies mentioned above of 
the reasons stated against them. The Companies bearing the ‘asterisk’ mark have been registered 
under the MRTP Act, as interconnected undertakings. 

Kindly note that another Company, viz. Searle (India) Limited which was incorporated 
on 12th May, 1967, as a subsidiary of Rallis India Limited has also been registered under the MRTP 
Act, 1969, as an ineterconnected undertaking of Rallis. Recently Rallis have disinvested a sub¬ 
stantial part of its holding in this Company and therefore Searle (India) Limited is no longer its sub¬ 
sidiary nor inter-connected. 


12. East Coast Flour Mills Pvt. Ltd. 


13. East Coast Food Products Ltd. 


14. Rockwell India Ltd.* 


32—7 M of LJ&CA/ND/79 




Rallis India Limited, Bombay 
Report under Section 22(3) (b) of the M.R.T.P. Act, 1969 

Details regarding Foreign Collaboration 
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II. Feuitrothion • • • Sumitomo Chemical Outright purchase of technical An amount of £27,500 to be paid Rs. 1 • 6 

Co. Ltd., 15, 5- know-how and information to Sumitomo in four equal in- 

Chome Kitahama relating to the manufacture of stalments in 1972-73, 1973-74, 

Higash: Ku Osaka, the pesticidal chemical Fenitro- 1974-75,1975-76. 

Japan. 
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Appendix D 


Raliis India Limited, Bombay 
Report under Section 22(3) (b) of the MRTP Act, 1969 

Flow Chart indicating the process of manufacture of the products proposed 
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Appendix E 
Rallis India Limited 

Report under Section 22(3) (b) of the MRTP Act, 1969 

Extract from Rallis presentation at the public hearing 


Demand projections 

The demand projections need to be viewed in the context of three main factors. 

Firstly there are no published statistics of the consumption of such products in India or in the inter¬ 
national markets. The consumption is relatively small considering the products have industrial 
applications. Another quotation from Whistler would illustrate this point. 

“Gums seldom constitute an entire finished product but are mainly used as additives to im¬ 
prove or control the properties of a commodity. Some gums export their effect at very low 
concentrations indeed.” 

Secondly even the relevant information on production in the user industries is not available in the 
published form. Take for example textile printing, which would be the major application in India 
and the world market. Whilst published data is likely to be available on textile manufacture, 
information on the quantity printed and printing with specific dyes is not published. The informa¬ 
tion is available only in the private reports of the related manufacturers or the trade. In India, this 
problem is further cc.mpounded by the absence of any statistics relating to the “decentralised” sector, 
which is of significant size. 

W« have, therefore, had to reply on general discussions in the trade, the ICMF, SASMA and 
so on, and the limited published material available on the textile industry. 

For application in other industries in India, such as mining, oil drilling and paper, we have 
had to make estimates based on information or world usage and our own judgement. 

International demand 

In projecting the international dsmind for textile printing, we have taken into account three 
major outlets :— 

(a) Printing of cotton, man-made and blended fibre fabrics. 

(b) carpet printing 

(c) printing of fabrics using the process referred to as thermo-printing. 

These are the fabrics which use thickeners of the type we propose to manufacture. We have used 
1973 as the base year for estimating consumption of such thickeners. As stated earlier, in the 
absence of specific consumption statistics, we have used average rates of consumption of thickeners 
per square metre of printed material as indicated in discussions with our associates. 

In textile printing, it is estimated that out of a total production of 12000 million sq. metres 
of fabric, 55% was printed and 42% of that used thickeners of the type we plant to manufacture. 
Thus in 1973, 2770 million sq. metres of printed fabric used these thickeners at an average rate of 
6-5 grammes per sq. metres, giving an estimated consumption of 18,000 tonnes of thickeners. For 
carpet printing and thermo-printing, the entire quantities produced used printing thickeners at 4 
orammes and 1 gramme per sq. metre respectively. Thus, the total consu ption of thickeners based 
on polysaccharide derivatives was 23000 tonnes in 1973. The estimated growth is between 7 and 
8% per annum, giving the following projections of demand and Rallis market shares for the years 
1976-77 to 1981-82;— 



1976-77 

77-78 

78-79 

79-80 

80-81 

81-82 

Estimated demand 
Proposed Rallis exports 
Market share —%* 

28,600 

300 

1-2 

30,700 

600 

2-2 

33,000 

900 

3-1 

35,500 

1,200 

3-8 

38,200 

1,500 

4-4 

41,000 

1,800 

5-0 


*excluding internal sales in India. 
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Inttraal demand 

The internal demand is estimated in two parts:— 

(a) for textile printing. 

(b) for other applications. 

Our difficulties in getting definite published statistics have already been explained. From such in 
formation as we were able to gather, references to which have been given in our written submission, 
we find that 20% of fabrics produced from cotton and 80% of fabrics produced from man-made 
or blended fibres were printed with thickeners. Our estimates for other applications are what we 
understand the potential to be if manufacturers make the necessary promotional and technical service 
effort. Projections of demand and our share of the internal market are indicated below:— 


(Tonnes/year) 



1976-77 

77-78 

78-79 

79-80 

80-81 

81-82 

Internal demand 

Textile Printing 

3,600 

3,800 

4,000 

4,300 

4,650 

5,000 

Other 

500 

1,000 

1,500 

1,700 

1,850 

2,000 

Total 

4,100 

4,800 

5,500 

6,000 

6,500 

7,000 

Rallis Proposal 

Production 

500 

1,000 

1,500 

2,000 

2,500 

3,000 

Export commitment 

300 

600 

900 

1,200 

1,500 

1,800 

Internal sales * 

200 

400 

600 

800 

1,000 

1,200 

Internal Market share 

% 4-9 

8-3 

10-9 

13*3 

15-4 

17-1 


No. 2/15/73~M(III) 

Government of India 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 

DEPARTMENT OF COMPANY AFFAIRS 
BEFORE THE CENTRAL GOVERNMENT 

In the matter of an application under section 22 of the Monopolies and Restrictive Trade Practices 
Act, 1969 

AND 

In the matter of proposal of M/s. Rallis India Limited for establishment of a new undertaking for 
manufacture of Chemical Auxiliaries 

M/s. Rallis India Limited (hereinafter referred to as “the applicant company”) made an appli¬ 
cation dated 22-6-1973 under section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 
(hereinafter referred to as “the Act”) for establishment of a new undertaking for manufacture of 
3,600 tonnes per annum of Chemical Auxiliaries and Intermediates based on Polysaccharides, Starches 
and Synthetics on the basis of three shift continuous operation. The scheme of finance proposed 
for the project was as indicated below:— 
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Cost of the Project 



Source of Finance 



(Rs. lakhs) 



(Rs. lakhs) 


(a) 

Land . . . . 

0-5 

(a) 

Internal Resources 

25-0 

(b) 

Building . . . . 

10-0 

(b) 

Term loans from schedul- 


(c) 

Plant & Machinery 

32-0 

ed Bank 

Advances against cash/ 

22-0 

(c) 

(d) 

Pre-production expenses 

1-5 


credit & Export Packing 


(e) 

Initial working capital • 

14-0 


Credit account with S.B.I. 

11-0 


Total 

58-0 


Total 

58-0 


The cost of the project has been revised by the company upward to Rs. 85 lakhs but the company 
has not submitted the precise revised scheme of finance. 

2. The applicant company is registered under Section 20(a) of the Act and belongs to Rallis 
Group of Companies. It has admitted interconnection with 6 other undertakings. The value of 
its assets (Rs. 28 • 20 ci ores) together with the value of assets of its interconnected undertaking amount 
to Rs. 36-93 crores. 

3. The proposal was advertised by the applicant company in the “TIMES OF INDIA” 
and “COMMERCE” both dated 16th June, 1973. It was objected by to Guar Gum Exporters 
Association. 

4. On the basis of the information available, the Central Government came to the conclu¬ 
sion that no order under Section 22(3) (a) of the Act could be made in this case without further en¬ 
quiry. Accordingly in exercise of the power conferred by clause (b) of sub-seetion (3) of section 
22 of the Act, the Central Government referred the proposal of the applicant company to the 
Monopolies and Restrictive Trade Practices Commission (hereinafter referred to as “ the Commis¬ 
sion”) for further enquiry and report. 

5. In its report, the Commission recommended approval of the proposal of the applicant 
company subject to certain conditions. A copy of the Commission’s Report dated 21-12-1974 was 
supplied to the applicant company and to such of the objectors as had disclosed their interest either 
before the Central Government or before the Commission and desired to have it. 

6. An opportunity of being heard in terms of section 29 of the Act was given to the appli¬ 
cant company and to all the objectors who had lodged their objection to the Central Government 
or to the Commission during the enquiry. During the course of the hearing, the applicant company 
was informed that the Government might be inclined to consider approval of the company’s proposal 
for capacity as may be allowed to it under the letter of intent subject to the conditions recommended 
by the Commission with the modification that the export obligation should be 80% of the produc¬ 
tion for a period of 10 years renewable at the option of the Government for a further period of 5 
years. The representatives of the applicant company expressed their unwillingness to accept an 
export obligation of more than 60% and that too for a period of 5 years. The applicant company, 
in its subsequent written submissions, agreed that the export obligation should initially be for a 
period of five years, renewable for a further period of five years at the option of Government. The 
representatives of the objectors present at the hearing reiterated their submissions made by them 
during the course of the enquiry by the Commission. 

7. The items of manufacture are included in the list of industries in which large houses and 
foreign majority companies are eligible to participate. The main raw material for the products is 
Guar Seeds. The applicant company would require about 10,000 tonnes per annum of Guar Gum 
for manufacture of all the items proposed by it. Various derivatives ot Guar Gum find application 
in textile, mining, pharmaceutical, paper and other industries. Most of the Guar Gum is exported 
either in the crude form or after treatment. The average FOB realisation is only about Rs. 3,600 
per tonne. But the items proposed to be manufactured by the Company, though based on Guar 
Gum, are properly classified as Chemical Auxiliaries and Intermediates having regard to the 

ure of technology involved and the sophistication of the product. Establishment of this project 
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would be to the advantage of the national economy as the average export realisations are expected 
to be between Rs. 10,000 and Rs. 12,000 per tonne. The interest of small and medium units who 
are already engaged in the manufacture of Guar Gum would be protected by the stipulation of a 
condition that the applicant company will not export Guar Gum Splits or Guar Gum in any form 
but only the sophisticated product made therefrom. 

8. Keeping in view the relevant facts and circumstances of the case including the recom¬ 
mendations of the Commission and the view points put forth by the representatives of the applicant 
company and the objectors in the course of the hearing and further careful consideration, the Central 
Government is satisfied that it is expedient in the public interest to accord approval to the proposal 
of the applicant company subject to the conditions stipulated in the Order hereinbelow:— 


ORDER 

The Central Government in exercise of its powers conferred to it by the clause (c) of sub¬ 
section (3) of Section 22 of the Monopolies & Restrictive Trade Practices Act, 1969 read with Section 
54 thereof hereby accord its approval to the proposal of M/s. Rallis India Limited for the establish¬ 
ment of a new undertaking for the manufacture of Chemical Auxiliaries and Inetermediates based 
on Polysaccharides, Starches and Synthetics for a capacity of 3000 tonnes per annum subjct to the 
following conditions :— 

(i) Import of raw material other than Guar seeds may be permitted as per policy in force 
and availability of foreign exchange from time to time. 

(ii) The arrangement for import of plant and machinery shall be settled to the satisfaction 
of Govt. 

(iii) The companj shall undertake to export 100% of its production for a period of 10 years 
which may be further extended for a period of 5 years at the option of the Government. 

(iv) The company shall not manufacture or sell in the domestic market or export guar gum 
or guar splits in any foim. 

(v) The company shall not make any direct or indirect payment for obtaining technology 
relating to the present project. 

(vi) The payment of commission on sales to Fisons Limited, U.K. shall be subject to clearance 
by the Reserve Bank of India. 

(vii) The commission shall be payable only in respect of the quantity actually exported and its 
rate shall be such that the shadow value of dollar does not exceed Rs. 12 in any event. 

(viii) The company shall submit a revised scheme of finance for approval of the Central Gov¬ 
ernment. 

This approval shall not be construed as conveying any approval of the Central Govertunent 
that may be required under any other provisions of Law. 

New Delhi,- 1, (Sd.) M. C. VARMA 

the 9th February, 1976. Deputy Secretary to the Government of India 
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Report of the Monopolies and Restrictive Trade Practices Commission Under Section 22(3) {b) cf 
The Monopolies and Restrictive Trade Practices Act, 1969 in the case of Shri Ambica Mills 
Limited, Ahmedabad, for Establishment of a New Undertaking for Manu¬ 
facture of Glycol Ethers 


INTRODUCTION 

0 01 Shri Ambica Mills Limited, Kankaria, Ahmedabad (hereinafter referred to as the 
applicant company) submitted an application dated 4th April, 1975 under Section 22 (2) of the Mono- 
pohes and Restrictive Trade Practices Act, 1969 (hereinafter referred to as the Act) to the Department 
of Company Affairs, Government of India for setting up a new undertaking for the manufacture of 
Glycol Ethers at Baroda, in the State of Gujarat. This application was referred to the Monopolies 
and Restrictive Trade Practices Commission (hereinafter referred to as the Commission) by the Central 
Government under Section 22 (3) (b) of the Act vide their letter No. 2/2/75-M(I), dated the 22nd 
December, 1975 for further enquiry and report. 

0-02 Earlier the apphcant compnay had submitted an application in May, 1973 under section 
22(2) of the Act for the manufacture of Glycol Ethers and Ethanol Anines. This apphcation was 
considered by the Advisory Committee at its meeting held on 4th August, 1973 and it was decided 
to refer the proposal to the Monopolies and Restrictive Trade Practices Commission for further 
enquiry and report, inter-alia on the ground that the proposal was for the diversification in a new 
line and it was not very clear whether the company would be able to find the financial resources 
for implementing the large number of proposals made by them at that time. The reference was made 
to the Commission on 22nd August, 1973. The Commission had proceeded in the examination of 
this proposal by issue of a Public Notification and started collecting information from the applicant 
Company, Government Departments and other parties. The Applicant company, however, later 
informed the Department of Company Affairs, by its letter dated the 12th November, 1973 that it 
wanted to withdraw the application inter-alia on the ground that they had decided to establish a sepa¬ 
rate public limited company for the project and there had been a change in the overall capacity posi¬ 
tion about the articles proposed to be manufactured and they wanted to re-examine the proposal from 
the techno-economic grounds. The application was thus treated as withdrwan and the present appli¬ 
cation was a new one under section 22 of the Monopolies and Restrictive Trade Practices Act for the 
manufacture of Glycol Ethers alone. 

0 03 On receiving the present reference from the Department of Company Affairs, a Noti¬ 
fication dated the 27th December, 1975 was issued by the Commission for publication in various 
newspapers including a Gujarati newspaper published from Ahmedabad. This Notification con¬ 
tained the main features of the applicant company’s proposal. All parties who wished to furnish 
information and/or comments were requested to do so by 28th January, 1976. The Commission also 
addressed letters to those who had sent their comments on the earlier proposal of the applicant com¬ 
pany. The Commission received replies from the the applicant company, from the objectors to the 
proposal and from the Government departments concerned. The Commission had discussions in 
Bombay with the main objector viz. M/s. Hico Products Private Ltd. and the representatives of Indian 
Chemical Auxiliaries Manufacturers’ Association. The Commission had also discussions with the 
representatives of the applicant company at Ahmedabad. The Commission had discussions in New 
Delhi with Dr. S. Varadarajan, Chairman, IPCL and with the representatives of National Research 
Development Corporation. 

0 04 The public hearing in the case was held on 14th July, 1976. A list contaimng names 
of persons who attended the public hearing is given in Annexure ‘A’. The representatives of the 
applicant company, the main objectors viz. Hico Products Limited and Indian Chemical Auxiliaries 
Manufacturers’ Association attended the public hearing and various departments of the Govern¬ 
ment were also represented. 

0 05 In accordance with the provisions of Section 30 sub-section (2) of the Act the Commis¬ 
sion had to submit its report to the Central Government by 20th March, 1976. The applicant com¬ 
pany, the objectors and the Government Departments, however, could not give complete replies by 
that date and even in respect of replies received, considerable clarifications had to be sought by the 
Commission. The time for submission of the report was extended by the Commission first to 31st 
May, 1976 by its order dated 18-3-1976 and then to 31st July, 1976 by its order dated 31-5-1976. 
This report is being submitted to the Government after taking into consideration the submissions 
made by the applicant company, the objectors and the Government Departments, both in writing 
and at the public hearing. 
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CHAPTER I 

APPLICANT COMPANY 
History and Growth of the Applicant Company 

1-01 Shri Ambica Mills Limited was registered in the year 1926. It is completing fifty years 
in October, 1976. It was floated by late Shri Harivallabhdas Kalidas with a nominal capital of 
Rs. 2-60 lakhs. The applicant company was engaged in the production of textiles since 1927. This 
activity expanded in 1937 when another textile mills in Ahmedabad was purchased and renamed as 
Ambica Mills No. 2. Further expansion occurred in 1953 when a textile mills in Baroda was acquired 
and amalgamated as Ambica Mills No. 3. There is one more Textile Mills in Ahmedabad as a subsi- 
diaiy of the applicant company. The applicant company diversified its activities by entering the 
engineering field in 1960 when Tube Division was established. The Chemicals Div^ision was set 
up in 1966 for manufacture of chemicals and auxiliaries. A further expansion took place in 1970 
when ihe cylinder division was set up. The machinery manufacturing activity commenced in 1966 is, 
however, '^ing wound up. 

1-02 The applicant company was listed as a large independent company with assets exceed' 
ing Rs. 5 crores by the Industrial Licensing Policy Inquiry Committee. The applicant company is 
registered under section 20 (a) (ii) of the Monopolies and Restrictive Trade Practices Act, 1969. It 
has admitted inter-connection with eight other undertakings. The value of assets together with those 
of the inter-connected undertakings was Rs. 43-75 crores at the time of application. The names of 
inter-connected undertakings and their value of assets are as under :— 


TABLE 


SL 

No. 

Name of the Companies 


Rupees in 
crores 

Date of Balance 
Sheet. 

1. 

Ambica Mills Limited ..... 


28-85 

C.Y.1974 

2. 

Arbuda Mills Limited ..... 


7-12 

C.Y.1974 

3. 

Cloth Traders Limited ..... 


0-61 

1974-75 

4. 

Harivallabhdas Kalidas Pvt. Ltd. 


3-68 

1974-75 

5. 

United Wire Ropes Limited .... 


1-68 

1974-75 

6. 

Tube Distributors ...... 


1-20 

C.Y. 1974 

7. 

Chemical Distributors ..... 


0-23 

C.Y. 1974 

8. 

H.K. (Investment) Co. Pvt. Ltd. 


0-32 

1974-75 

9. 

Echke Private Limited ..... 


0-06 

1974-75 


Source ;—The applicant company. 


Present Share Capital Structure 

1 • 03 The authorised share capital of the applicant Company was Rs. 6 crores and the issued 
and subscribed share capital was Rs. 5-57 crores for the year ending on 31st December, 1975. The 
details of share capital are given below :— 

SHARE CAPITAL As on 31-12-1975 

Rs. 


Authorised : 

5,87,400 Equity Shares of Rs. 100 each ...•■•■ 5,87,40,000 

5,600 7-14% Cumulative Preference shares of Rs. 100/-each • • 5,60,000 

7,000 5-72% Second Cumulative Preference shares of Rs. 100/- each ■ 7,00,000 


Total Rupees 


Rs. 6,00,00,000 
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Issued and Subscribed 

5,44,072 Equity shares cf Rs. 100/- each. 5,44,07,200 

5,600 7-14% Cumulative Preference shares of Rs. 100/- each • • 5,60,000 

7,000 5-72% Second Cumulative Preference shares of Rs. 100/- each • 7,00,000 

Total Rupees ■ 5,56,67,200 


Notes 

(a) 4,080 Equity shares have been issued as fully paid pursuant to a scheme for amalgamat- 
tion without payment being received in cash. 

(b) 12,600 reference shares and 5,35,092 equity shares have been issued as fully paid up 
Bonus Shares by utilisation of Rs. 5,41,89,600 from Reserve and Rs. 5,79,600 from 
share Premium Account. 

(c) 16 equity shares under (a) and 16 equity shares under (b) remain unalotted. 

1 -04 The paid up equity capital of the applicant Company was Rs. 2.72 crores as on 31-12-1974. 
The applicant company issued bonus shares in the ratio of 1:1 in the year 1975 and thus the 
the paid-up equity capital was doubled for the year ending 31st December 1975. It may thus be 
seen that of the total paid up equity capital, bonus shares accounted for 98-3 per cent. 


Shareholding Pattern 

1.05 While examining the earlier proposal, the applicant Company had given information 

— _ ___ •».* ..a... « 11 


on pattern of equity shareholding as November, 1973 as follows : — 

No. of 
share 

1. Life Insurance Coporation of India. 34,969 

2. Unit Trust of India.. 17,893 

3. Insurance Companies. 10,500 

4. Nationalised Banks ........... 41,405* 

5. M/s. Cloth Traders Private Limited 20,420 

6. M/s. H.K. (Investment^ Co. Pvt. Ltd..13,398 

7. M/s. Distributors Baroda (P) Ltd. 92 

8. Directors and their relatives .......... 23,479 

9. General Public. 109,880 


Total • 272,036 


♦Cut of these 41,405 shares, 15,000 shares of M/s. Cloth Traders Private Limited and 9,000 
shares of M/s. H.K. (Investment) Company Pvt. Limited were pledged with banks. These 
two companies are inter-connected with the applicant company. 

1-06 The public financial institutions viz. LIC, UTI and insurance companies held 63,362 
shares or 23 - 3 % of the total equity shares. The total shareholding of the Group of Directors, their 
families, and the two inter-connected companif s viz. M/s. Cloth Traders and H.K. (Investment) Com¬ 
pany was 57,297 (or 21 %). Thus, inclusive of the shares pledged with banks by the two inter-connec¬ 
ted companies, the proportion of total shares held by this Group would be about 30 %. 
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1‘07 The pattern of shareholding on the date of present application i.e. April, 1975 is as 
follows :— 


A. Financial Institutions 





No. of 
shares 

Percentage 
to total 


(i) 

Life Insurance Corporation of India 

34,999 

12-9 


(ii) 

Oriental Fire and General Insurance Company Ltd • 

6,500 

2-4 


(iii) 

Unit Trust of India. 

20,839 

7-7 

B. 

Banks 

Sub-total (A) 

62,338 

22-9 





(i) 

Bank of Baroda. 

6,251 

2-3 


(ii) 

Bank of India. 

29,466 

10-8 


(iii) 

Central Bank of India. 

4,164 

1-5 


(iv) 

Dena Bank. 

484 

0-2 


(V) 

United Commercial Bank ..... 

242 

0-1 



Sub-total (B) 

40,607 

14-9 

C. 

Harivallabhdas family and inter-connected companies 

45,934 

16-9 

D. 

Others 

. 

- 1,23,157 

45-3 



Total 

- 2,72,036 

100-0 


Full details of shares held by banks are not available. There is not marked change in the 
shareholding by financial institutions as a block. The applicant Company informed during the public 
hearing that the present shareholding by the family group of Harivallabhdas is still loss than 30%. 

Present Activities 

1-08 The applicant Company is engaged in production yarn, cloth of various varieties from 
coarse to superfine, steel pipes, chemicals, machines and cylinders. The licensed and installed ca¬ 
pacity and production of various Divisions of the applicant Company for the last two years 1974 and 
1975 are shown in Annexure ‘B’. The sales for the year 1975 amounted to Rs. 41-63 crores, and net 
profit as Rs. 98-33 lakhs after providing for development rebate and provision for taxes. 

Management 

T09 The applicant Company is being managed by a Board of Directors. The Directors of 
the company for the year ended 31st December, 1975 were as follows ; 

Shri Jaykrishna Harivallabhdas, Chairman 
Shri Balkrishna Harivallabhdas 
Shri D. M. Ghia 

Shri Ramakrishna Harivallabhdas 

Shri Chinubhai Ghimanbhai 

Shri Laxmanprasad D. Vasa 

Shri C. C. Chokshi 

Shri V. C. Patel 

Shri D. B. Ghia 

Shri Rohitbhai Chinubhai 

Shri F.K. F. Nariman 

Shri M. R. Damle 

Sarvashri Jaykrishna Harivallabhdas, Balkrishna Harivallabhdas and Ramkrishna Harviallabh- 
das were the managing directors of the company. 

33—7 M of LJ&CA/ND/79 
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Expansion and New Ventures 

1-10 The applicant Company had earlier a number of proposals for expansion or establish¬ 
ment of new undertakings and other proposals for moderation of existing units. The applicant Com¬ 
pany was infact granted letters of intent as given below 


Letter of intent 

No. 4-10/72-MT of 29-8-73 • 
No. 4-15/72-MT of 29-8-75 • 
No. 2-24/72-HM (I) of 31-7-72 

No. LI-731 (74) of 31-7-74 

No. LI-730 (74) of 31-7-74 

No. LI-205 (75) of 11-4-75 

No. LI-1130 (74) of 21-12-74 • 


for 40 Nos. Blow Moulding Machines, 
for 30 Nos. Plastic Extruders, 
for 12 sets of Automatic lap Formers and 
Combing Machines. 

for 4000 tonnes Mild Steel Castings and 
400 tonnes Alloy Steel Castings, 
for 60 Nos. Automatic Screen Printing and 
Carriages. 

for 40 Nos. Uptwisters and 20 Nos. Re¬ 
drawers. 

for 5,000 tonnes Phthalic Andhydride. 


Of the above tetters of intent all those relating to the Engineering Division were surrendered 
to the appropriate authorities in July, 1975, as the applica’^t Company did not desire to implement 
these various schemes. At present only the project for setting up of Phthalic Andydride plant in 
the State of Andhra Pradesh is being peisued. This project is a joint venture wth the Andhra Pra¬ 
desh State Industrial Development Corporation. The applicant Company has further informed 
the Commission that its application for amendment in the industrial licence for textiles for manufacture 
of 100% man-made fabrics by carbonising process is still pending with the Govt. 

Exports 

I'll The applicant Company has stated that its products have found substantial buyers in 
in the West European and U.S. markets. The total exports of the applicant Company were over- 
Rs. 3 crores compaiies of Rs. 1'83 crores of Textiles Division and Rs. 1-20 crores of Tub? Divi¬ 
sion. 

Research and Development Activities 

1-12 The applicant Company has stated that main research and development work carried 
out by it is in the field of tex*^ile chemicals and developing their uses to suit Indian conditions. The 
list of specific R & D work in this field is given in Annexure to ‘C’. 

1-13 The applicant Company has also carried development work for new products in the 
National Public Research Institutions like ATTRA, BIRA. Negotiations are going on with the 
Regional Research Laboratory, Hyderabad for sponsoring a project for the development of inter¬ 
mediaries required for manufacture of resins. The applicant Company has also informed the Com¬ 
mission that the cylinder Division has developed complete technology for fabrication of one tonne 
container for chlorine. 


Financial Analysis 

1 • 14 The analysis of the balance sheets of the applicant Company for the last five years 1971 
to 1975 is given in table below :— 

Shri Ambica Mills Limited 

Statement Showing Financial Position 

Year ending 31j< December (Rs./lakhs) 





1971 

1972 

1973 

1974 

1975 

1 

2 

3 

4 

5 

1. 

Fixed Assets Less Depn. • 

. 

502-07 

542-56 

617-30 

649-58 

675-72 

2. 

Current Assets 

• 

• 1075-58 

1431-94 

1510-23 

2160-88 

2059-85 

3. 

Current I labilities • 


207-00 

491-43 

557-71 

907-34 

870-47 
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1 

2 

3 

4 

5 

4. 

Working Capital (2-3) 

• 

868-58 

940-51 

952-52 

1253-54 

1189-38 

5. Capital Employed (1+4) 

Financed by 

■ 

1370-65 

1483-07 

1569-82 

1903-12 

1865-10 


Equity. 

• 

272-04 

272-04 

272-04 

272-04 

544-07 


Preference .... 

• 

12-60 

12-60 

12-60 

12-60 

12-60 


Reserves and Surplus 

• 

518-99 

510-59 

581-66 

640-42 

438-35 


Secured Loans 

• 

435-09 

494-97 

505-85 

774-39 

604-62 


Unsecured Loans - 

• 

142-45 

156-84 

159-20 

193-05 

246-07 


Deferred Payment Credits 

• 

82-66 

97-52 

106-17 

86-06 

95-50 


Total 

• 

1463-83 

1544-46 

1637-52 

1978-57 

1941-21 


Less Capital Work in progress 

. 

20-65 

14-92 

20-45 

27-58 

27-69 


Investments .... 

• 

72-53 

46-47 

46-97 

47-47 

47-92 


Interest accured and Misc. Expenditure 



0-28 

0-40 

0-50 


Total 

• 

93-18 

61-39 

67-70 

75-45 

76-11 


Capital employed • 

• 

1370-65 

1483-07 

1569-82 

1903-12 

1865-10 


Average Capital employed 

• 

1291-72 

1426-86 

1526-44 

1736-47 

1884-11 


Equity/Debt R-atio 

• 

1:0-82 

1:0-94 

1:0-89 

1:1-14 

1:0-95 


Source .—^The applicant Company. 


1-15 The profitability of the applicant Company may, however, be judged from the ratio of 
net profit to net worth as given :— 


Year Net worth Net profits Net pro- 

(Rs. lakhs) (Rs. lakhs) fits as 
percen¬ 
tage of 
net worth 


(1) (2) (3) (4) 

1972 • ..• 803-63 52-80 6-6 

1972 . 795-23 18-35 2-3 

1973 • 866-30 85-82 9-9 

1974 . 925-07 81-91 8-8 

1975 . 995-02 98-33 9-9 


1 -16 The ratio of net profits to net worth was around 9% to 10% during the last 3 years. 
During 1973 to 1975, the profitability of the applicant Company was thus reasonably high. 

1-17 The debt : equity ratio of the applicant Company was below unity in the five year period 
1971-75, except in 1974. 
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CHAPTER II 

the proposal 

Proposed Product and Phased Programme 

2-01 The proposal of the applicant Company is to manufacture 4000 tonnes of Glycol Ethers 
per annum on the basis of maximum utilisation of plant and machinery. The varities of Glycol Ethers 
in which the applicant Company were interested were as under :— 

(a) Monomethyl glycol ethers. 

(b) Monoethyl glycol ethers. 

(c) Mono Butyl glycol ethers. 

(d) Dimethyl glycol ethers. 

(e) Diethyl glycol ethers. 

(f) Dibutyl glycol ethers. 

2-02 The phasing of the manufacturing programme as per original plan was to be as un¬ 
der : 


Year 

Line of 
production 

Annual 

quantity 

tonnage 

Turnover 

value 

% value 
of impor¬ 
ted con¬ 
tent of 





raw ma¬ 
terial 

1978 

Glycol Ethers 60% 

2400 TPA 

Rs. 3,30,00,000 

Nil 

1979 

Glycol Ethers. ■ 8 % 

3200 TPA 

Rs. 4, 40,00,000 

Nil 

1980 

Glycol Ethers 100% 

4000 TPA 

Rs. 5,50,00,000 

Nil 

The execution of the project would be delayed by two years since it would, according to appli¬ 
cants, starts only in 1980. The phasing will be changed accordingly. 

Capital cost of the Project 





2 • 03 The details of the cost of the project as originally given were as under : 

— 




(Figures in Rs. 000) 


Item 


Indian For Exch. Total 


(1) 


(2) 

(3) (4) 

1. 

Land (20 Acres) .... 
(Rs. 60,000 per acre) 

. 

12,00 

12,00 

2. 

Civils and Structures 


26,70 

26,70 

3. 

Plant and machinery 


1,04,00 

26,50 1,30,50 

4. 

Customs and Clearance 


11,70 

11,70 

5. 

Inland freight .... 


6,00 

6,00 

6. 

Know-how Basic Engg. fee 



26,25 26,25 

7. 

Detailed Engg. Fees 


17,00 

17,00 

8. 

Construction and Commissioning 


26,00 

3,00 29,00 

9. 

Proj. Devlp Expenses 


4,00 

4,00 
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(1) 

(2) 

(3) 

(4) 

10. 

Interest during construction & Commissioning 

40,00 

. . 

40,00 

11. 

Financing charges. 

6,00 


6,00 

12. 

Contingencies. 

35,00 

5,60 

40,60 


Total fixed capital. 

2,88,40 

61,36 

3,49,70 


Working capital ...... 

1,50,00 


1,50,00 


Total cost of Project 

4,38,40 

61,35 

4,99,75 


P. S. 1 U.S.=RS.8.00 Approx. 

2-04 The project cost which was originally given at Rs. 4,99,75,000 approximately was increased 
to Rs. 5,26,00,000 due to increase in the value of dollar as well as in the cost of several components 
of the project. A chart giving comparative figures in the original and the revised estimates of different 
items of cost is given at Annexure ‘D’. The original cost was for 6000 tonnes whereas the revised 
cost is for 4000 toimes. 

2-05 It will be seen from the comptarative chart that the increase is mainly in the item of plant 
and machinery and this accounts for a difference of Rs. 15,52,000. It was estimated that for the 
import of plant and machinery including spares, foicign exchange worth Rs. 26,50,000 would be 
required at a conversion rate of US S=Rs. 80/-. This is proposed to be raised from the financial 
institutions like ICICI, KFW, Exportt/Import Bank. A further sum of Rs. 8,25,000/- know-how 
and Rs. 18,00,000 for basic engineering would be provided. Supervision fees amount into Rs. 
3,00,000 would also have to be paid to the foreign collaborators for supervision during construction 
and commissioning purposes. According to the revised estimate there is an increase in the capital 
cost from Rs. 26,50,000 to Rs. 32,80,000. It is pointed out that it is only 15% of the total cost of 
erected plant and machinery. It was stated on behalf of the applicant Company that they will not be 
importing any plant and machinery that is available in the country. 

Scheme of Finance 

2-06 A separate public limited company is proposed to be established with an authorised 
capital of Rs. 2 crores consisting Rs. 150 lakhs worth Equity shares and Rs. 50 lakhs worth preference 
shares. The applicant Company and its associates are to subscribe upto 40 % of the issued equity 
capital of the company. The position regarding contribution by the associates was some what am- 
bialvent. But at the time of the public hearing it was stated on behalf of the applicants that their as¬ 
sociates or inter-connected undertakings may also contribute to the 40 % of equity. The remaining 
60% will be contrived by the public or financial institutions. The balance of the finance was 
to be raised from financial institutions like ICICI, IFC, IDBI, LIC on their standard terms and condi¬ 
tions. 


2-07 The applicant Company’s cash flow statement for 1975 to 1979 which included the in¬ 
vestment in the new company is made Annexure ‘E’. It would appear from this statement that the 
applicant Company has provided for investment of the whole of 40% of equity amoimting to Rs. 60 
lakhs. 


2 08 The Projected Trading and Profit and Loss Accounts, balance sheets and the cash flow 
of the new company are made Annexure ‘F’, ‘G’ and ‘H’ to this report. It will be seen that price of 1 
tonne of glycol Ethers is taken as Rs. 15,000 against Rs. 13,750 taken in the earlier phasing. 

Foreign Collaboration 

2-09 The applicant Company proposes to avail of foreign collaboration for the project. It 
is stated that a survey of various foreign technologies has been carried out but negotiations with 
any party have not yet reached a conclusive stage. The applicant Company had preliminary dis¬ 
cussions with Scientific Design Co. of USA which is not a manufacturer but a supplier of 
process technology. It was stated on behalf of the applicant Company 
that the technology to be obtained from the foreign collaborator would be for setting up a conti¬ 
nuous plant for production of Glycol Ethers. The plant will also have flexibility for producing Glyco 
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Ethers based on different alcohols. The advantage of setting up a continuous plant would lie, accord¬ 
ing to the applicant Company, in obtaining production of stable quality. According to the 
applicant company, the expected terms of collaboration woul d ensure the following :— 

(a) Know-how for the manufacture of six varieties of Glycol Ethers. 

(b) It would cover adequate guarantees for patent infringement, capacity of plant, quality 
of product and mechanical guarantees for imported equipment. The collaborator would 
also give assistance in erection and commissioning of the plant. The know-how 
would be available for the period of agreement. 

(c) The know-how would also cover adequate information for development of end-use markets 
for various user industries like surface coating, brake fluides etc. 

(d) Know-how and engineering fees estimated at Rs. 30-53 lakhs would be paid in lumpsum 
and there would not be any recurring royalty payment to the foreign collaborator. 

2-10 It is empahsised that technologies available in the world are based on reaction between 
ethyleneoxide and alcohol. The technologies available were those of Union Carbide, I.C.I. Naptha- 
chemie, Chemische werk Huells and Scieniific Designs. 

2-11 According to the applicant Company, the know-how for Glycol Ethers would require 
much more expertise than that required for the production of a single product in a chemical plant. 
The plant should have flexibility not only to produce in various proportions mono-di and try-glycol 
ethers but also to produce in the same plant Glycol Ethers based on different alcohols. The know¬ 
how supplier will have to be a commercial producer with an experience to produce in sufficient quan¬ 
tities on continuous scale which can give the applicant Company confidence about his process. It 
should also have enough marketing experience i.e. know-how for making end products using Glycol- 
Ethers. It was also pointed that the applicant Company will have to use Ethylene Oxide to be sup¬ 
plied by IPCL which will be to a certain extent impure and, therefore, the applicant Company will 
have to chose technology which can use this kind of Ethylene Oxide. 

2-12 It was pointed out that the technology developed by Hico products private Limited was 
for a batch plant and not for a continuous plant, whereas the proposed plant of the applicant Com¬ 
pany was to be on continuous bais so that the investment per kilogram of product manufacture could 
be considerably less than that of the batch plant. The process parameters to be controlled were quite 
different in a batch plant from those in a continuous plant and, therefore, according to the applicant 
Company Hico will not be in a position to train their personnel for coidinuous process to suit require¬ 
ments. It was also pointed out that IN RDC informed the applicant Company that they were not in 
a position to pass on the technology to them immediately. The applicant Company has, however, 
assured the Commission that before they go to FIB if Hico’s technology is ready, they will exaime 
the same and then decide whether to import the technology or not. It was also pointed out that 
Government had permitted the import of technology for manufacture of Glycol Ethers according 
to the guidelines for Industries, 1976-77 published by the Ministry of Industry and Civil Supplies. 
The applicant Company has moreover agreed that the new undertaking will export goods in sufficient 
quantity to earn foreign exchange spent on the project. It was suggested in the note prepared for the 
Licensing Committee that the exports will be completed within five years of the starting of the com¬ 
mercial production but at the time of public hearing it was stated that exports will take about 
seven years to fully cover the foreign exchange spent on the project. 

Requirement of Raw Materials 


2-13 The estimated requirements of the raw materials given earlier by the applicant Company 
were as under : 


Name of raw 
material 

Indigenous 
or imported 

Quantity 

required 

for reaching 

proposed 

installed 

capacity 

Value (in 

foreign 

currency 

where 

applicable) 

Ethylene Oxide 

• Indigenous 

2,500 MT per annum 

Not applicable 

Ethanol 

-do- 

900 MT per annum 

-do- 

Methanol 

-do- 

400 MT per annum 

-do- 

Butanol • • ■ 

-do- 

850 MT for annum 

-do- 

Catalysts & Chemicals • 

• Imported 

Small quantity. 
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2-14 Subsequently, according to the applicant company the consumption of raw material 
per 100 tonnes of Glycol Ethers and the probable sources of these materials were as under ; 


Name of the 
products 

Qty. required 
for 100 tonnes 
production 

Qty. in terms 
of percentages 

Source of 
availability 

(a) Indigenously available 



I.P.C.L 

1. Ethylene Oxide • 

2. Ethyl Alcohol 

53-25 tonnes 

21-55 tonnes 


Baroda, Gujchem 

Distilleries, Billi¬ 
mora. 

3. Butyl Alcohol • 

21-25 tonnes 


Union Carbide 

Bombay, 

4. Methyl Alcohol, 

10-00 tonnes 


Fertilizer Corpora¬ 
tion of India, Bom¬ 
bay. 

(b) Which will be Imported 



Catalyst and 

About Rs. 20,000 


Imported. 


other chemicals. 


2-15 The change in the percentages of the different raw materials was said to be due to 
change in the product-mix which the applicants had decided upon after study of the market. Ethy¬ 
lene Oxide which is the main raw material would be available from Indian Petrochemicals Cor¬ 
poration Ltd. at Baroda, according to the applicant corapnay and the location of the plant at Baroda 
would facilitate the supply of raw material. If the distance from the source of Ethylene Oxide is 
long, the Ethylene Oxide has to be compressed and carried in gas cylinders and this would not only 
increase the cost considerably but also present a fire hazard as Ethylene Oxide is highly inflammable. 
The other main raw material is Ethyl Alcohol which would be available from Gujchem Distilleries, 
Billimora, in South Gujarat. Gujchem Distilleries have shown willingness to meet the requirements 
of the applicant’s unit if Gujarat Government gave the permission. The Chief Industrial Advisor 
to the Gujarat Government with whom the Commission had discussions assured that there will be no 
difficulty about the supply of Ethyl Alcohol. Methanol will be available fiom F.C.Ts Unit at Bombay 
and GSFC proposes to produce Methanol by setting up a plant at Broach. Butanol will be available 
from Union Carbide at Bombay. It was pointed out that the Licensing Committee had considered 
the availability of Ethylene Oxide in detail when the applicant company’s proposal was considered 
and they cleared the application only on assurance that enough Ethylene Oxide will! be available. 

2-16 In course of discussion with the Commission, it was suggested on behalf of the applicant 
company that if Ethylene Oxide was not available, the applicant company was willing to manufacture 
Ethylene Oxide from ethylene available from naphtha cracker at Baroda. It was pointed out that 
about 10,000 to 12,000 tonnes of Ethylene would be surplus with IPCL and this could be used for 
producing Ethylene Oxide required for the project. According to the applicant company, the end 
use industries shown a demand of 22,700 tonnes per annum of Ethylene Oxide in 1980 against an 
installed capacity of 27,000 tonnes i.e. 12,000 tonnes of NOCIL and 15,000 tonnes of IPCL. They 
have given a chart giving their projections of the demand by 1980 and this chart is made Annexure 
T’. 


Uses of Glycol Ethers 

2-17 According to the applicant company the Glycol Ethers are mainly used for : 

(i) Surface Coatings; 

(ii) Brake fluids; 

(iii) Jet fuel additive; 

(iv) Printing ink; 

(v) Surfactants. 

2-18 According to the applicant company the present imports of Glycol Ethers were 1,000 to 
1,500 tonnes per year. The price of Glycol Ethers varied from Rs. 12/- to Rs. 19/- per kg. and these 



508 


prices were about 100% higher than the c.i.f. value of the imported material. According to the appli¬ 
cant company, the brake fluids and surface coating areas have not been properly exploited so far 
beeause Glycol Ethers were not available in adequate quantities for these uses and, therefore, they 
were substituted by inferior products like Diacetone alcohol. 

Demand for Glycol Ethers 

2-19 The demand projections made by the applicant company for Glycol Ethers for different 
uses are as under :— 

1976-77 Compound 1980-81 Compound 1985-86 
growth growth 

rate/ rate/ 

year year 

1600 11% 2700 9 % 4200 

500 7-2 % 700 5% 900 

100 8-8% 150 10-5% 250 

100 8-8% 150 10-5% 250 

50 4-5% 75 4% 100 

150 8-8% 225 6-5% 300 

2500 9-8% 4000 8-8% 6000 


2-20 According to the applicant company their market study revealed that 40 to 50% of 
the industries supplying brake fluids and surface coating were in small scale. 

2-21 It was claimed that since Glycol Ethers were imported, their availability was restricted 
and this resulted in under utilization of capacity in several sectors. Availability of Glycol Ethers in 
plenty will remove the constraints in these industries, 50% of whose capacity was in the small scale 
sector. The availability of Glycol Ethers will also release the pressure on diacetone alcohol and con¬ 
sequently on acetone by substituting it in two of its major uses, namely, surface coating and brake 
fluids. According to the applicant company the shortage of acetone had been felt from 1973 and will 
be acute in 1979-70. 

2-22 It was pointed out that although the brake fluids based on Glycol Ethers would be 75% 
to 100% more expensive than brake fluids based on diacetone alcohol, in the long run they would 
be more economical. It was also pointed out a thtt Glycol Ether accounts for 50% of the demand of 
the brake fluid in advanced countries like U.S.A. and Japan. 

2*23 It was stated that capacity of acetone and diacetone alcohol was hardly sufficient 
to meet the country’s present requirements and there were at the moment no plans for increasing 
the capacity of acetone in the country. The increasing demand of solvents in paints and brake fluids 
will therefore, have to be met by importing diacctonc alcohol, if Glycol Ethers’ capacity did not 
mateiialise. It was pointed out that in the demand projections the growth rates were higher in the 
first period than in the second period bec£u^ there were many areas where Glycol Ethers could be 
substituted where other solvents are used as in the case of surface coating, brake fluids and miscella¬ 
neous items. Only in the case of jet fuel additives and printing inks, the growth rate would be higher 
in the second period. According to the applicant company, therefore, when the project can start 
production of 2400 tonnes in 1980-81 the demand would be 4000 tonnes per year. In 1983-84, the 
production would be 3600 tonnes of which production to the extent of 3300 tonnes would be available 
for internal market. The demand for that year is estimated at 4800 tonnes. 

Size of Plant 

2-24 The applicant company has given the following grounds for fixing 4000 tonnes as the 
capacity for the plant : 

“(1) The market requirement in 1983-84 is estimated around 4,800 tonnes and Ambica’s contri¬ 
bution to the local market would be 3300 lonnes. 

(2) I.P.C.L. had given an assurance to spare 2500 tonnes of Ethylene Oxide. 

(3) With 4,000 tonnes per annum plant it was possible to have a continous plant. 


Surface coating 
Brake fluids ■ 
Jet fuel additive 
Printing ink • 
Surfactants • 
Miscellaneous 









509 


(4) Below this capacity, there is no leduction in basic engineering and know-how cost. 

(5) At this capacity, the plant would give a reasonable return on investment.” 

Justification of the Proposal 

2-25 The applicant company has justified the proposal in the light of criteria laid down in 
Section 28 of the Act, on the following grounds. 

(i) it enjoys high reputation amongst investors and general public and therefore will have no 
difficulty in promoting the proposed public limited compnay for manufacture of Glycol 
Ethers; 

(ii) it is best suited to undertake this project in view of its professional and managerial experi¬ 
ence acquired over the last five decades. 

(iii) it has worked on this project for the last five years and gained market feed-back, raw ma¬ 
terial feed-back and has also identified the best technologies available in the world for 
the manufacture of Glycol Ethers; 

(iv) it has already established various services which could be utilised for promotion and de¬ 
velopment of new project. This would minimise the cost of project, ultimately resulting 
into a comparably cheaper product; 

(v) it is primarlily a textile group and, therefore, by entering new areas, there may not be any 
product concentration to the deteriment of the general public; 

(vi) the new project will give a boost to a number of small units; and 

(vii) the project will help in saving considerable foreign e.xchange. 


CHAPTER III 

OBJECTIONS AND SUPPORT 
Main Points of Licensing Committee 

3-01 The Licensing Committee recommended the grant of a letter of intent (o Ambica Mill 
for the manufacture of Glycol Ethers for a capacity of 4000 tonnes per annum on the basis of maximum 
utilisation of plant and machinery and subject to the following conditions ; 

1. Arrangement for the import of plant and machinery to be settled with the Govern¬ 
ment. 

2. Need for and the terms of foreign collaboration to be settled with the Government. 

3. Import of raw materials to be governed by the import policy in force from time to time. 

The Licensing Committee felt that it would not be necessary to have any export obligation as 
the item is needed in the country and is being imported. 

3 • 02 The note prepared for the Licensing Committee by the Ministry of Petroleum and Chemi¬ 
cals estimated the requirement of Glycol Ethers by 1978-79 at 3000 to 4000 tonnes. According to 
the note, from the raw material point of view and the need for location of further capacity for the 
manufacture of Glycol Ethers there was scope for approving one more unit for the manufacture 
of Glycol Ethers up to 4000 tonnes at Baroda or nearby where IPCL would be producing 5000 tonnes 
of purified Ethylene Oxide. As a matter of fact, there were three applicants for the manufacture 
of Glycol Ethers, viz., Ambica Mills, Western Commerical Corporation and Power Cables, but 
the note endorsed the proposal of Ambica Mills. 

Main Points of DGTD 

3 • 03 According to DGTD, Glycol Ethers arc used as a solvent in the paint and other industri¬ 
es and are also us;d as additives in the military jet fuel which prevents freezing of fuel at high altitudes 
and bacterial corrosion in the fuel of aircraft. Another important use is in the heavy duty brake 
fluid. According to DGTD its present demand is 1200 is 150i0 tonnes per annum and it was entirely 
imported. Also accj;ding to thi DGTD it was likely that the demand for Glycol Ethers may well 
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reach 3000 to 4000 tonnes by the end of the Fifth Five Year Plan period. According to them an eco¬ 
nomic unit for the manufacture of different Glycol Eithers like methyl, ethyl, butyle, glycol others could 
be of the order of 3000 tonnes per annum. Roughly about 40% of the capital goods required may 
have to be imported. But this percentage may very depending on the capacity of indipnous 
manufacturers for engineering items. About 24-36 months peiiod would be the gestation period for 
the project. 

Main Points of Ministry of Finance 

3-04 The Department of Banking in the Ministry of Finance, which was conerned only with 
the applicant’s scheme of finance, found that out of the total cost of Rs. 499-75 lakhs roughly Rs. 350 
lakhs will have to be supplied by the financial institutions. The conditions proposed by the Banking 
Department for the acceptance of the applicant’s scheme of finance were that the representation of 
the promoter company and its interconnected undertakings on the Board of Directors of the newly 
established company should be in strict proportion to their share-holding and the loan assistance 
from the financial institutions should be subject to the convertibility clause. 

3-05 The Department of Economic Affairs in the Ministry of Finance which was also con¬ 
cerned only with the scheme of finance, laid down the following conditions for acceptance of the scheine 
of finance, viz., (i) the shares of the new company will be listed on a recognised stock exchange; (ii) 
preference shares of the new company will be redeemable after 12 years; (iii) loans from financial 
insitutions will be subject to convertibility clause; (iv) proportionate representation will be granted 
to the nationalised banks, financial institutions and insurance companies in the Board of Directors 
of the applicant company; (v) the applicant company will maintain the equity debt net block ratio 
at 1:2:4: 

3-06 The reference in conditions (iv) and (v) to the applicant company’ is probably through 
a mistake and what the Department of Economic Affairs really meant was the new company and not 
the applicant company. 

Main Points of National Chemical Laboratory 

3-07 The National Chemical Laboratory, Poona, in response to a questionnaire from the 
Commission, have stated that there was no need to import technology for the production of Glycol 
Ethers at the cost Rs. 35 lakhs of foreign exchange for kno-how, engineering supervision and contin- 
genciis and Rs. 26- 5 lakhs of foreign exchange for plant and equipment, and that the grant of licence 
for 4000 tonnes per annum with foreign collaboration to the applicants will virtually give 
them a monopoly. According to them Hico Products Ltd. have developed the know-how for 
Glycol Ethers and have already established a plant for 1 tonne per day of Glycol Ethers. M/s. Hico 
have sponsored a scheme on ethylene oxide condensates at NCL and based on this technology they 
had established a plant for ethylene oxide condansates. According to NCL the technology for Glycol 
Ethers was also similar to the know-how for ethylene oxide condensates developed by NCL for Hico 
and Hico had developed on its own the technology for Glycol Ethers. It was pointed out that Hico 
had been granted a licence for manufacture of 15(W tonnes per annum of Glycol Ethers and that Hico 
had the facilities for the basic condensation of alcohols and ethylene oxide for the production of 1500 
tonnes per annum of Glycdl Ethers, and they will have to only instal additional fractionating columns 
to achieve this capacity and this could be done by them in a short time. 

Main Points of Council of Scientific & Industrial Research 

3-08 CSIR to whom also questionnaire was issued by the Commission, estimated the likely 
demand for Glycol Ethers by the end of the Fifth Plan at 3000 to 4000 tonnes per annum. They pointed 
out that the technology for the manufacture of Glycol Ethers had been developed by Hico, who were 
agreeable to transfer the technology to other interested enterpreneurs for commerical production. 
They also pointed out that the foreign technology was available with Union Carbide of USA and 
others. According to CSIR Glycol Ethers could be manufactured by manufacturers of ethylene 
oxide condensates. 

The Objectors 

3-09 The applicant’s proposal was opposed by M/s. Hico products (P) Ltd., Indian Chemical 
Auxiliaries Manufacturers’ Association, M/s Amines & Plasticizers Ltd., Shri Mangaldas A. Shanghavi 
and Shii Gajendra Ram Prasad Purohit. Shri Shanghavi had subsequently withdrawn his objection. 
The objection of Shri Purohit was geneial in nature and he did not attend the public hearing. M/s. 
Amines & Plasticizers while sending a written memorandum opposing the project were not represented 
at the public hearing. The only two objectors who were represented at the public heating were M/s. 
Hico Products Ltd. and the Indian Chemical Auxiliaries Manufacturer’s Association. 
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Views of M/s. Hico Products Pvt. Ltd. 

3’10 M/s. Hico Products (P) Ltd., are the main objector? to the proposal. M/s. Hico are 
manufacturing diverse and versatile products such textile auxiliaries, Pharmaceutical intermediates 
and processed chemicals for rayon, paints, petroleum and other industries relying on their own know¬ 
how. A large portion of chemical auxliaries manufactured by them consists of surfactants or surface 
active agents which are subdivided by their special properties into four categories, v<z.; (a) anionic, 
(b) nonionic, (c) cationic and (d) amphoteric. Nonionics are known alternatively as ethylene oxide 
condensates. In 1975 nonionics formed 20% of the total production and according to Hico the ratio 
would have been highei still if ethylene oxide were freely available. 

3-11 According to Hico, Glycol Ethers require only ethylene oxide condensation and frac¬ 
tionation of liquids with widely different boiling ranges and do not call for imported technology or 
know-how. They are currently producing about 300 tonnes of Glycol Ethers per annum utilising 
ethylene oxide diverted from other condensates which they were regularly manufacturing. They 
have been given an industrial licence for the manufacture of 1500 tonnes of Glycol Ethers by a li¬ 
cence dated 14th August, 1974. The licence granted to them included the following items: 



Items 

Capacities per annum 

1. 

Glycol Ethers. 

• • 1,500 tonnes 

2. 

Ethanolamines 

1,000 tonnes 

3. 

Morpholine ...... 

• 300 tonnes 

4. 

Dimethyl Ethanolamines .... 

• 65 tonnes 

5. 

Dichloro ethyl ether .... 

• • • 150 tonnes 

6. 

Dialkyl phenol sulphides .... 

• 40 tonnes 

7. 

Ter-Dutyl oresols. 

• 25 tonnes 

8. 

Lauryl Morcaptan. 

• 60 tonnes 

9. 

Thiodipropionic acid .... 

6 tonnes 

10. 

Duthylated Hydroxy Anisole 

- • • 6 tonnes 

11. 

Ethylene Urea . 

• • • 180 tonnes 

12. 

Propylene Urea. 

• • • 50 tonnes 

13. 

Alkyl carbonates. 

• 25 tonnes 

14. 

Dibonzyl Disulphide .... 

• • • 50 tonnes 


3-12 It is stated that this was based on the Company’s R &D efforts in the evolution and 
development of these products which did not involve any foreign know-how nor did it contemplate 
import of any plant and machinery. Only some spares and components like E. O. metres, mechani¬ 
cal seals, level guages, worth Rs. 1 to 2 lakhs in terms of foreign exchange will be necessary. Accord¬ 
ing to them a total capital invesctment of Rs. 70 lakhs was necessary for establishing independent 
facilities for the manufacture of 1500 tonnes of Glycol Ethers established as a separate project. The 
break-up of this esiimatc is given as under :— 




Rs. in lakhs. 

(a) 

Land & buildings. 

12-00 

(b) 

Ethylene Oxide condensation Reactors with accessories • 

12-00 

(c) 

Fractionation Columns and Condensers 

15-00 

(d) 

Storage for raw materials and finished goods, transport 
tanks etc. .. 

10-00 

(e) 

Other services such as Boiler and other accessories 

9-00 

(f) 

Miscellaneous facilities. 

6-00 

(g) 

Contingencies . 

6-00 


Total 


70-00 lakhs 
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3.13 For Hico, however, some of the facilities arc already in existence and they will require 
only expenditure on fractionation columns. If the capacity were to be expanded to 4000 tonnes, an 
additional input of not more than Rs. 30 lakhs will be sufficiently mostly in the form of balancing 
equipment. According to Hico the full utilisation of their licence is tied up with the production of 
ethylene oxide by IPCL in the later half of 1977. The requirements of ethylene oxide by Hico for Gly¬ 
col Ethers are given as under 


Glycol Ethers 

Ethylene Oxide 

For 600 tons Ethyl Ethylene Glycol Ether .... 

• 292 

tons. 

For 400 tons Ethyl Diethylene Glycol Ether 

• 262 

tons 

For 100 tons Methyl Ethylene Glycol Ether 

• 58 

tons 

For 100 tons Methyl Diethylene Glycol Ether 

• 73 

tons 

For 200 tons Butyl Ethylene Glycol Ether .... 

• 74 

tons 

For 100 tons Butyl Diethylene Glycol Ether • 

• 55 

tons 

1500 tons 

814 tons 


3-14 Hico have, however, claimed that IPCL has committed themselves to supply 3000 tonne 
of ethylene oxide as soon as IPCL is able to manufacture them and the proposed uses by Hico of 300 
tonnes of ethylene oxide are as under : 


For 1500 tons Glycol Ethers 

. 

• 840 tons. 

For 1000 tons Ethanolamines • 

. 

• 784 tons 

For 300 tons Morpholine 

. 

• 335 tons 

For 50 Di Methyl Ethanolamine ■ 

. 

• 24 tons 

For 1100 tons Di Ethylamine Ethanol 

. 

• 50 tons 

For 1500 tons nonionics being expansion of existing lines 

• 967 tons 

3000 tons. 


3'15 According to Hico they have mastered the technique of handling ethylene oxide conden¬ 
sates and Glycol Ethers are very much in the line of production of ethlene oxide condensates and all 
they require is the addition of fractionation. Hico were willing to sell their know-how to other manu¬ 
facture in the country. According to them they will be entrusting the know-how of manufacture of 
Glycol Ethers to NRDC, who will formulate the necessary licensing scheme. The consulting and 
designing engineering firm will be appointed through NRDC and that firm will import the know-how 
in accordance with the terms laid down by NRDC subsequently Hico have stated that they will part 
with the know-how on terras at which the applicants were willing to by the know-how from foreign 
parties. 

3-16 According to Hico the market research undertaken by them reveals a total demand of 
1200 tonnes of Glycol Ethers with the prospect of annual growth rste of 5 %. According to them 
granting of licence to the applicants will pre-empt other manufacturers both in respect of the market 
and in respect of the supply of raw materials. 

Views of Indian Chemicals Auxiliaries Manufacturers’ Association 

3-17 The Indian Chemical Auxiliaries Manufacturerers’ Association have also objected to 
the proposal of the applicant. According to them manufacture of Glycol Ethers involved ethylene 
oxide condensation and fractionation of liquid boiling at various ranges of temperature. According 
to them, there have been manufacturers who have been carrying on ethylene oxisde condensation 
as a matter of routine over a number of years and there was no ground for a large amount'of foreign 
exchange expenditure just for the manufacture of Glycol Ethers. It was also pointed out that M/s. 
NOCIL were the only manufacturers of ethylene oxide and their capacity fell much short of the 
demand of ethylene oxide condensates manufacturers. They also referred to Hico’s claim that they 
had mastered the technique for the manufacture of Glycol Ethers and they were willing to part with 
the know-how on suitable terms. M/s. Hico are a leading member of the Association and the con¬ 
tentions put forward on behalf of Hico were by and large endorsed by the Association. 
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Views of M/s. Amines & Plasticizers 

3-18 M/s. Amines & Plasticizers Limited of Bombay have also objected to the proposal. 
According to them since the technology and know-how was indigenously available the expenditure 
of Rs. 61 lakhs in foreign exchange would be an unnecessary drain on the scarce foreign exchange 
resources the country. It would also be prejudicial to further development of indigenous know¬ 
how and technology for the manufacture of Glycol Ethers. According to M/s. Amines & Plasticizers 
Ltd. the units manufacturing ethanolomines can manufacture Glycol Ethers at a much less capital 
cost by adding balancing equipment to their existing plants in as much as the basic plant for the manu¬ 
facture of the same is more or less similar to the plant required for the manufacture of Glycol Ethers. 
This would result in better utilisation of resources and achieving of production at much less capital 
cost which would be reflected in the prices of the end products. M/s. Amines & Plasticizers Limited 
further contend that taking into account the availability of Ethylene oxide from IPCL it would barely 
meet the present requirements which are bound to go up with the passage of lime. It was also felt 
that an undertaking like the applicant Company in view of its vast resources would be able to outbid 
small manufacturers for ethylene oxide and would drive the other manufacturers of chemicals 
using ethylene oxide out of business. According to them the demand fo. Glycol Ethers industry-wise 
was estimated as under :— 


Figures in TPA 






1976 

1978 

1980 

1. 

Paints 

• • • • 

. 

700 

800 

950 

2. 

Brake Fluids 

« « • • 

• • 

600 

720 

860 

3. 

Inks 

. 

* • 

150 

200 

240 

4. 

Lube Oils • 

. 

• 

50 

80 

100 





1500 

1800 

2150 

This left no scope for entry of a new 

turer. 

manufacturer and 

particularly 

large-scale manufac- 


CHAPTER IV 

ANALYSIS OF THE PROPOSAL 

4-01. The evaluation of this project turns broadly on three aspects viz. (1) the demand pro¬ 
jections, (2) availability of raw materials and (3) the foreign collaboration. Before considering these 
problems seriatim, it is necessary to emphasise some of the basic features of the project. Firstly, 
the project is not concerned with the production of any essential commodity directly nor is it concern^ 
with critical input for manufacture of essential goods or goods, production of which is vital to the 
national economy. The project is concerned essentially with the manufacture of Glycol Ethers which 
are intermediate solvents and/or additives in the paints or brake fluids or printing inks or jet fuel 
industry. It is stated that glycol ethers have excellent solvenet properties, coupling action and lack 
of odour which makes it an important solvent for surface coating industry. An important use of 
glycol ethers is in the manufcture of its acetate which is an important solvent for nitrocellulose lacquers, 
varnish removers and wood stains. The other use of glycol ethers is as solvent in protective coatings. 
It is also good solvent for alkyds aad is also used in epoxy and phenolic coatings. The other important 
use of glycol ethers is in the manufacture of brake fluids. 

4 "02. The objective is not merely to replace the imports of glycol ethers which are not con¬ 
siderable but also to meet the anticipated increase in demand partly by reason of the growth of 
industries using the intermediates and partly by reason of the substitution by glycol ethers 
of other materials like diacetone alcohol (DAA) the raw material for which is actone and which is 
expected to be in short supply in the coming years. The project is essentially concerned, therefore, 
with the growth periphety of the economy and has to be fitted in with the down stream industrial de¬ 
velopment of the Indian Petrol chemicals complex in Gujarat. It is concerned with opening 
up of new markets and conserving of scares material like acetone. 



514 


4-03. The first aspect to be examined is about the anticipated demand for glycol ethers. There 
has been in this respect a wide variation in the estimates in regard to the demand. The applicant 
has projected the demand for glycol ethers at 2500 tonnes for 1976-77, 4000 tonnes for 1980-81 and 
6000 tonnes for 1985-86. They have given break up of this demand according to which the real in¬ 
crease is going to be in respect of surface coating i.e. for paints. According to the applicants, the 
demand from surface coating would be 1600 tonnes for 76-77, 2700 tonnes for 1980-81 and 4200 
tonnes for 1985-86. The next in importance comes the demand from brake fluids which according 
to the applicant would be 500 tonnes for 1976-77, 700 tonnes for 1980-81 and 900 tonnes for 1985-86. 
The Ministry of Petroleum and Chemicals in its note for the Licensing Committee estimated the 
demand at 3000 to 4000 tonnes for the year 1978-79. The DGTD estimated the demand between 
3000 and 4000 tonnes by the end of 5th Plan period. On the other hand, Hico estimated the demand 
at 1200 tonnes on the basis of their marker survey with the growth rate of only 5% in future. A & P 
Limited estimated the demand at 1500 tonnes for 1976 and 2150 tonnes for the year 1980. 

4 • 04. Since the applicant and A & P have given the demand industry-wise, it will be convenient 
to consider the demand at least under two heads viz. surface coating and brake fluids. The widest 
variation is in respect of surface coating. The applicant Company has justified its estimates partly 
on the trends reflected in the consumption of paint manufacturers and partly by reference to the 
experience of other countries like USA and Japan. According to the applicant, the consumption of 
glycol ethers for surface coating was 680 tonnes in 1973 whereas the consumption of DAA was about 
1460 tonnes. This ratio can be changed according to the applicants in favour of glycol ethers in the 
coming years and the production in paint industry was also expected to rise to 2,20,000 tonnes in 1978- 
79. The applicants have assumed that nearly half of the paint industry is in the small sector and the 
estimate of 2,20,000 tonnes for 1978-79 for the paint industry as a whole is against production of 63000 
tonnes in 1975-76 in the organised sector of the industry which covers half of the industry. It may be 
pointed out that the fifth plan target capacity for paint industry, (all sectors) was 2,50,000 tonnes and 
production target for organised sector only was 1,08,000 tonnes. The applicants except proportionate 
rise in demand for solvents, and more than proportionate rise in demand of glycol ethers as against 
demand for DAA. 

4-05. For brake fluids the applicants have assumed that glycol ethers would capture 25 % of the 
demand for dilutants in the brake fluids, demand for which was estimated in 73-74 at 2500 tonnes 
and the demand for 76-77 at 2100 tonnes. The demand for glycol ethers, therefore, for brake fluids 
was estimated at 500 tonnes for 1976-77, 700 tonnes for 80-81 and 900 tonnes for 85-86. The esti¬ 
mates of A & P were 600 tonnes for 1976, 720 tonnes for 1978 and 860 tonnes for 1980. 

4-06. IPCL has made a preliminary study of the demand pattern of glycol ethers in the country 
Accordinlgy to their study glycol ethers were mainly used for heavy duty brake fluids which were not 
being manufactured in the country. Medium duty brake fluids based on DAA were being sold 
in the country. According to IPCL the current demand of brake fluid in the country came to about 
5000 tonnes which might go to 7000 tonnes in 1978-79. If all this related to heavy duty brake fluids, 
glycol ethers being 70% of the content the estimated requirements of glycol ethers would be 3500 
tonnes. According to IPCL the probability was that M.D.B.F. will not be replaced by HDEF com¬ 
pletely. Assuming tht t 50% of the total brake fluids could be secured by HDEF the current demand 
for brake fluid would be 2500 tonnes requiring about 1700 tonnes of glycol ethers approximately 
and this figure according to IPCL might increase marginally to 2400 tonnes by 78-79. It is, therefore, 
seen thjat while figures of the applicant Company and A & P more or less tally in regard to brake fluids, 
the estimate of IPCL for the demand in respect of brake fluids was quite on the high side. There was, 
no reason to doubt the estimate made by the applicant in respect of brake fluids. Chairman of the 
IPCL in course of discussion with the Commission stated that demand for brake fluid may require a 
close examination. But still there is a wide margin between IPCL estimate and the applicants esti¬ 
mate. 

4-07 In regard to surface coating, applicants have made certain assumptions about their 
estimates. Firstly they have estimated the consumption in the organised sector by reference to about 
8 units for which they had particulars. By reference to this they have estimated the consumption of 
the organised sector as a whole and also of small scale sector part of which pays excise and part of which 
does not. They have next assumed that on the strength of experience in USA and Japan there will be 
substitution of DAA by glycol ethers to a certain extent. Both these assumptions are essentially a 
priori and there will be considerable margin of error in both the assumptions. But even making allo¬ 
wance for this margin of error the broad trend indicated by the applicants cannot be altogether ignored. 
The basic fact is that the paint industry is going to register growth at a high rate between 1975-76 and 
1978-79. The growth rate estimated by the applicants is little less than that taken by 5th Plan document. 
This will necessarily increase the demand for solvents and considering the trend in the world market 
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an increased proportion of the demand would be captured by glycol ethers rather than DAA. It is 
true that conditions in USA and Japan are somewhat different from conditions in India but in respect 
of paint industry the preference of the producers in India may not be fundamentally different from 
preferences of those in USA and Japan. The estimate given by the applicant, therefore, for the de¬ 
mand for surface coating for the year 1980-81 cannot be said to be wide off the mark. The estimate 
for 1985-86 at 4200 calculated at the growth rate of 9 % also cannot be said to be an exaggerated one. 
The overall estimate made by the applicant, therefore, seems to us to be more reliable than the esti¬ 
mate made by Hico and A & P . The growth rate of 5 % taken by Hico seems to us to be too 
low considering the expected growth in paint industry. There is also the possibility of exports of 
paints and it is significant that estimated requirements of two major customers of Hico viz. Pidilite 
Industries and Sigma Paints assumed a high rate of increase of demand. Accorc ing to Pic ilite Indus¬ 
tries Private Ltd. their estimated requirements of glycol ethers were 19 tonnes for 1977, 21 tonnes for 
1978, 23• 5 tonnes for 1979, 26-5 tonnes for 1980 and 30 tonnes fot 1981. The expected consumption 
of Sigma paints for 1976-77 was 8,600 kilograms for 77-78, 10,400 kg. for 78-79, 12,400 kgs. for 79-80 
14,900 kgs. and for 1980-81 17,900 kgs. As agtinst this in 1974-75 they had imported glycol ethers 
weighing 3990 kgs. while in 1975-76 they had imported 5,320 kgs. All things considered, therefore, 
the projections of demand made by the applicant Company seem to us to be realistic subject to the 
usual margin of error. 

4-08. There is also the difficulty of increasing the production of DAA which requires acitone 
as one of its important ingredients. The effective capacity for the production of acitone in India was 
19,000 tonnes although the installed capacity was about 22,000 tonnes. The production in 1972-73 
and 74 was 16,700, 19,600 and 18,000 tonnes respectively. According to applicants the demand for 
acitone for 1978-79 would be around 23,000 tonnes. This includes 3,600 tonnes for Gujarat Poly¬ 
mer Corporation. Even excluding that the demand would be aboui 20,000 tonnes. This would 
include 4,800 tonnes on account of DAA for the year 1978-79 as against 3,129 in the year 1974. To keep 
the demand of acitone within the production capacity, it was necessary to search for substitutes for 
some of the end-products ot acetone like the DAA. Production of glycol etheis would help in this 
process of substitution. On the one hand the applicants would be justified in projecting the demand 
on the assumption that there will be some switch over from DAA to glycol ethers. On the other hand, 
the national point of view there will be conservation cfscaice resource in that the use of acetone 
will be reduced. It is true that the switch over will need a change in the established pieferenas of 
consumers. It will require coi siderable marketing efforts, partly because the price of glycol ethers 
would be much more than the price of DAA. The range of difference in prices is again a matter 
of controversy but even assming that it is ony 75% to 100% as suggestco by the applicant, the difference 
is quite considerable and will mean a lot of consumer resistance. If the project is more efficient and, 
therefore, more economical in the long run, it will require quite a bit of conversion of the customers. 
But considering the demand pattern in other countries, the expectations of the applicant Company 
may by and large be fulfilled, 

4-09 The next question is about the availability of main raw materials i.e. Ethylene Oxide- 
The picture in regard to this aspect of the matter was somewhat confused to start with, The appli¬ 
cants had based their project on the availability of Ethylene Oxide from IPCL. On the other hand, 
Hico had stated that the production in IPCL was to start only in 1977, that IPCL had given a firm 
commitment to them of 3,000 tonnes of their production and that their plant for the production of 
1,500 tonnes of glycol ethers was postponed till the production of ethylene Oxide by IPCL, M/s, 
IPCL had also stated that they had a firm commitment for A&P for 1,500 tonnes in the production 
of Ethanolamines. There were letters from IPCL to Hico and to A&P which did give the impression 
which Hico and A&P had about their arrangements with IPCL. As stated earlier IPCL has not 
yet started production of Ethylene Oxide and their commercial production will not start before the 
end of 1977. Their production capacity for the time being was 5,000 tonnes so that if their commit¬ 
ment to Hico and A&P were really firm, there was no scope for the applicants to get Ethylene Oxide 
from IPCL. 

4.10 The only other producer of Ethylene Oxide is NOCIL of Bombay. According to Nodi 
their production, sale and captive consumption of Ethylene Oxide were as under: 


(in tonnes) 

Year 

Production 

Captive consumption 

Sales 

1973 

10713 

7321 

3390 

1974 

10598 

6825 

3777 

1975 

10340 

6763 

3577 
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4-11 According to Nocil upto early 1973 an me requirements of Ethylene Oxide have been 
generally met. From mid 1973 they were required to commence releases of product to manufacturers 
of Ethanolamines. Consequently release to all the customers had to be regulated more or less in 
conformity with their past off take. This situation prevailed upto mid 1974. From about July/ 
August, 1974, there was recession in the Textile Industry which affected the demand for Ethylene 
Oxide and generally all the requirements of the industry were met till mid 1975. From mid 1975 de¬ 
mand for Ethylene Oxide has picked up and demand is in excess of supply so that there was no scope 
for granting any supply to new customers. 

4-12 Since the availability of Ethylene Oxide was a crucial matter in regard tc ihis projects 
we had discussions with the Chairman and Managing Director of IPCL regarding the exact posi¬ 
tion of supplies. He stated that there was no firm commitment to any party regarding supply of 
Ethylene Oxide so far, that IPCL will produce Ethylene Oxide from end of 1977, that between 
Nocil and IPCL there is potential capacity of 15000 tonnes of Ethylene Oxide per annum, that this 
capacity was adequate to meet all the forseeable demand including those stated by 
Hico and the applicants. According to him Ethylene Oxide demand will be first 
met and then the remaining Ethylene Oxide will be converted to MEG. If MEG 
demand exceeds local supply import would be arranged, as it was quite convenient to import. 

It was also pointed out that IPCL will have made provision for land and other infrastructure 
required for increasing Ethylene Oxide/MEG production. It was possible to spare ethylene for this 
purpose should the demand be clearly identified. In short, it was stated that Ethylene Oxide will 
be made available in quantities sufficient to meet current demand and foreseeable stated increased 
demand for manufacture of glycol ethers. The availability cf the raw material viz. Ethylene Oxide 
will, therefore, not be a constraint on the production of glycol ethers either by Hico or by the new 
company sponsored by Ambica. There will also be no danger of the new company pre-empting the 
procurement of supply of this raw material. The supply was going to match the demand. In any 
case one of the suppliers viz. IPCL being a public sector undertaking, there is no danger of any dis¬ 
crimination by it in favour of any unit just because it is connected with a large house. There may be 
temporary shortages as is stated by Nocil in some years in the past. But these are temporary short¬ 
ages and adequate supplies can always be produced if there is stable demand for the material. Either 
both Nocil and IPCL can divert ethylene from production of MEG to Ethylene Oxide or respective 
capacities can be increased or in the last analysis MEG can be imported as it is being imported at pre¬ 
sent. The applicants proposal, therefore, cannot be rejected on the ground of difficulty of getting 
any raw material. The representatives of the applicant Company as a matter of fact very frankly 
stated that the project cannot be proceeded with at all if IPCL was not in a position to supply Ethy¬ 
lene Oxide. The Representative of the Gujarat Government with whom the commission had dis¬ 
cussions also stated that the applicants were encouraged by them to come out with the project in order 
to utilise ethelene which was being manufactured by IPCL and for which otherwise they would have 
to seek an alternative customer. We, therefore, do not envisage any difficulty in the new company 
securing the raw material nor do we see any danger of Hico and other manufacturers of condensates 
being deprived of their fair share of raw materials by reasen of the entry of the new company in the 
business. Representative of the Gujarat Government at one stage stated that the Hico 
project of 1500 tonnes of glyccl ether was approved on the assumption that they will tap Nocil for 
the raw materials. Hico, on the other hand, stated that their project is delayed pending production 
of Ethylene Oxide by IPCL. Be that as it may, in view of the position stated by the Chairman and 
Managing Director of ICPL there was no danger whatsoever of either the new company or Hico 
being unable to get the requirements of Ethylene Oxide. 

4.13 In regard to the other raw materials there is no difficulty. Ethylene alcohol will be 
available from distilleries in Gujarat where there is an increase in the number of units producing 
ethylene alcohol. Gujehan Distilleries have shown willingness to meet the requirements of the appli¬ 
cants if Gujarat Government gives the necessary permission. The distribution of this material is 
controlled by the Gujarat Government and the representative of that Government who was present 
at the time of the public hearing stated that there would be no difficulty about making available ethy¬ 
lene alcohcl to the applicant Company. The other material, viz. methanol, will be available from 
FCI’s Unit at Bombay. GFC also propose to produce methanol by setting up a plant at Broach. 
Butanol will be available from Union Carbide, Bombay. There will, therefore, be no constraint on 
the implementation of the project on account of any of the raw materials. 

4-14 That brings us to the question of foreign collaboration and the most important aspect of 
the matter is whether foreign collaboration is necessary at all for this project. On this part of 
the question there is considerable controversy. The Guide Lines for Industry 1976-77 includes glycol 
ethers as a product in respect of which foreign collaboration can be considered. DGTD have stated 
that roughly about 40% of the capital goods required for the project may have to be imported al¬ 
though they have also stated that this percentage may vary depending on the capability of indigenous 
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manufacturers to fabriacate engineering items. M/s. Hico Products Private Ltd. have claimed that 
they have get the technology for the manufacture of glycol ethers wnich tney have perfected by their 
own R&D work in collaboration with National Chemical Laboratory. National Chemical Labo¬ 
ratory have also endorsed the view expressed by M/s. Hico. On the ether hand, the applicant states 
that Hico’s technology is applied only for batch production, that its use for commercial scale has not 
been established, that on the other hand foreign collaborators will provide for knew-how which will 
enable them to manufacture glycol ethers with considerable flexibility in regard to the different types 
of glycol ethers. They also claim that they will adopt what is called the continuous process which 
is more economical and efficient than the semi-continuous process which Hico are following. They 
have aho pointed out that when they wrote to National Research Development Corporation about 
indigenous technology they stated that for the time being they did not have the technology. We had 
discussions with the representatives of National Research Development Corporation and they stated 
that so far the technology of Hico has not been tested by them, that they will have to get it evaluated 
by Engineers India Ltd. and that only after such evaluation is receivea they could say whether it is 
good enough for commercial production and whether foreign technology is necessary at all for the 
manufacture of glycol ethers. It is an admitted fact that Hico have only a pilot plant and they have 
manufactured so far less than 100 tonnes and that the pilot plant has a capacity of 1 tonne per day. 
On the other hand, it is stated on behalf of Hico that conversion of pilot plant into a commercial plant 
will require only setting up of a fractionating column and some minor balancing equipment and that 
with an additional expenditure of Rs. 30 lakhs the production can be increased to as much as 4000 
tonnes. In this state of affairs we are unable to say that foreign collaboration is not at all necessary 
for the manufacture of glycol ethers. If by the time this proposal is considered by the Government 
or if and when the matter comes up before the Foreign Investment Board the question will have to 
be examined in the light of the position determined by NRDC. It will also have to be seen whether 
the technology is as versatile as that of the foreign collaborator’s, whether there is the same degree of 
flexibility regarding different kinds of glycol ethers, whether it provides for the continuous process 
and whether it is economical. It was stated on behalf of Ambica Mills in the course of the enquiry 
by the Commission that before they go to the Foreign Investment Board, if Hico’s technology is ready, 
they will examine the same and then decide whether to import the technology or not. They have 
also agreed that the new company will export goods in sufficient quantity during the first 7 years after 
it goes into commercial production, so as to earn foreign exchange spent on the project. In the light 
of these assurances we do not think the project should be rejected on the mere ground that it is based 
on foreign collaboration. Subject to the fuller e.xamination by the authorities concerned, viz.. Foreign 
Investnient Board and the Department of Economic Affairs, and in the light of the circumstances 
prevailing today we do not see any objection to the proposal being based on a scheme of foreign 
collaboration. 

4-15 In regard to foreign collaboration the main difficulty is the lack of precision or details- 
This is the difficulty which we have been frequently encountering in cases where foreign collabora¬ 
tions are involved. Cases which come to the Commission are cases where no letters of intent are issued 
and in the absence of letters cf intent the foreign parties are unable to make a firm commitment because 
they are not sure of the Indian party’s credentials and its capacity to put through the project. They 
are unwilling to divulge the crucial details regarding plant and machinery and the processes and even 
the cniical raw materials unless the arrangement between them had made some headway. On the 
other hand, without proper details it was not possible to evaluate such a proposal. We trust the 
Government will devise some procedure to solve this problem. In the meantime, it is indeed diffi¬ 
cult for us to make any assessment of the project in regard to this aspect of the matter. If there are 
many applicants and some of them are with more details than the rest we can select such a proposal. 
If there are already several foreign technologies in the line we may reject the proposal for an addi¬ 
tional technology. But in a case tike the present one, where the issue of foreign technology has to 
be considered for the first time, the problem becomes all the more acute. We, however, will remain 
content with the discussion of the basic aspects of collaboration which the applicants expect to finalise 
and on the assumption that those basic features will be there we can consider the proposal. The basic 
feature!! of the collaboration arrangement as contemplated by the applicant Company are already 
given in paragraph 2.09 of Chapter II. The features are usual ones. Regarding the lumpsum pay¬ 
ment to be made the same comes to about 6 % of the capital cost. It will come to about 10 % of the 
turnover for the first year and 5 % of the turnover for the fifth year. Moreover, the applicant Com¬ 
pany has agreed that it will export sufficient goods in the first seven years to cover the foreign exchange 
cost of project. Subject to the evaluation of the indigenously available technology the terms as 
assumed seem to be acceptable. At present even Hico is willing to give such technology as it has 
only on terms that the applicants are willing to settle with foreign parties. If on evaluation of Hico’s 
technology it is found that the amount to be paid is quite excessive it will be for the Foreign Invest¬ 
ment Board or the Department of Economic Affairs which no doubt will examine this aspect of the 
matter to insist on the necessary adjustments. But as in regard to the question whether foreign tech¬ 
nology ts necessary at all or not, in this connected quetion, whether thet erms of collaboration are 
34—7 M of LJ & CA/ND/79 
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reasonable or not, our recommendations can only be tentative. We have no material on which we 
can say that the terms are unreasonable. We would, however, like to stress the fact that there is not 
going to be any recurring royalty payment and that according to applicants Scientific I.>esigns 
Inc. of USA with whom the applicants are negotiating had also some arrangement with IPCL of 
Baroda. There is also no difficulty about the size of the plant. According to the information given 
by Scientific Designs Inc. of USA the capacity of glycol ethers plant according to their specification 
will be : 


1530 TPAofMegee 
848 TPA of Megme 
1119TPAof Megbe 
114 TPA of Degme 
210 TPA of Degee 
236 TPAofDegbe 

This comes to 4)57 tonnes per annum. There is no warrant for the contention put forward 
on behalf of some of the objectors that the continuous plant can only have capacity of 50000 tonnes 
or more. 

4-16 The next question to be decided is whether the applicant being a large house should be 
allowed to enter the business of glycol ethers. As far as the largeness of the house is concerned, the 
capital requirement of the project is such that only a large house could probably undertake it. The 
apphcant’s estimated cost is Rs. 5 crores; the estimatte of Hico is Rs. 1 crore. Making an allowance 
for exaggeration on both sides, even if the capital cost is taken at Rs. 2 to 2.50 crores, large financial 
resources will be necessary either from the promotors or from the public. In either case, the pro¬ 
moter will have to be a house with good reputation with investors. Moreover, the project is concerned, 
as stated earlier, with a peripheral product. The market is still to be established. There is the in¬ 
herent risk of the calculations going wrong. Such a risk can cnly be taken by a large house. More¬ 
over, the stake of the applicants and their associates and inter-connected undertakings was only going 
to be 40% in the share capital of the new company. The financial institutions giving finance are going 
to have convertibility rights in regard to the loans. At one stage it was suggested to the applicants 
that they should agree to having only 30 % of the equity capital. But they were unwilling to do so 
on the ground that they should have sufficient incentive for taking the risk and that in any case the 
financial institutions will have the right of convertibility which might in certain circumstances reduce 
the percentage of the applicant’s shareholding. 

4-17 A connected question is whether permission to the applicants will hamper competition 
in the business vis-a-vis the existing producers and the intending entrants. Now the position in 
the business of glycol ethers is somewhat peculiar. Bulk of the quantity is required to be imported 
at present. There is only one local producer of glycol ethers. Its capacity at present is only one 
tonne per day. It is producing glycol ethers on a pilot plant and its total production has not so far 
exceeded 100 tonnes. Its sanctioned capacity is 1500 tonnes, but that capacity has still not been 
brought into existence. The locally available capacity is, therefore, far short of existing and anticipa¬ 
ted demand. In this context, therefore, the first aspect to be decided is whether entry of the applicants 
would mar the chances of the existing producer. In our view there is no such possibility. In the 
first place, the existing producer has had a lead of at least three years. The production in the case 
of the applicant cannot start before 1980. Secondly, on Hico’s own showing, their capital cost is 
going to be low and therefore their ultimate cost of production and the price will also be low. There 
will dso be no danger of the applicant Company pre-empting the supply of raw materials becuse the 
main supplier to the applicant Company will be a public sector undertaking which will no doubt take 
care of the requirements of the existing producer. As a matter of fact, in clear terms IPCL have 
stated that the requirements of both Hico and Ambica will be adequately met. There is also the possi¬ 
bility of Nocil increasing the production of ethylene oxide and Nocil being nearer Hico would 
be a more economical supplier. On the other hand, as at present, Hico is the only supplier of glycol 
ethers and can really determine the price because the product is in demand. As a matter of fact, 
one of their customers has stated that the price quoted by Hico at Rs. 19/- per kg. was much higher 
than the price of imported material which ranged from Rs. 10/- to 12/- per kg. We, therefore, do not 
apprehend any danger to the competitive capacity of Hico by reason of the entry of the applicants 
in this field. 

4-18 An allied question is whether new entrants will be scared away from entering the busi¬ 
ness. It was stated that the manufacturers of Ethylene Oxide condensates or manufacturers of etha- 
nolamines can manufacture glycol ethers more efficiently and economically. This is a somewhat 
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hypothetical proposition. Nobody has come forward to produce this so far although glycol ethers 
was in short supply and is being imported. Secondly, the question is not so much about the capacity 
to produce as alMut the capacity to produce at a remunerative and reasonable price. If the cost 
figures given regarding the project are any guide it will be well-nigh impossible for a medium size 
n^ufacturer to take to this line which is full of risks. Moreover it will not be fair to stop an inten¬ 
ding producer on the mere ground that other persons can also produce it unless there is some rea¬ 
sonable basis for suggesting that the other producers are waiting for entering the field. If the demand 
projections turned qut to be as expected by the applicant, and if the cost to the existing producers 
of condensates or ethanolamines is low because they have to add only margial or balancing equip¬ 
ment or only fractionating columns, it would be worthwhile of some medium producers to enter 
the field and offer competition to Hico andL applicants. As stated earlier there is no possibility of 
pre-empting raw material by any party. Supply and demand will depend mainly on the quality of the 
product and its price. 

4-19 The next aspect to be considered is whether the applicant should be allowed to enter 
the field even though it has not been in the line. The applicants have pointed to their Chemicals 
Division where among other things they claim to have done good work in perfecting of whitening 
agents. But this was essentially a sideline and the fact remained that the applicant Company would 
start its activity in this line so to speak on a clean slate. This controversy is a recurring one and is 
concerned with the question whether diversification by a large house is in public interest. There 
are clearly two sides to the question and it is a question on which much can be said on both sides. 

If the existing source of income is saturated, then there is no alternative to diversification. If on the 
other hand, there is scope for expansion in the producer’s own line it may be economical to expand 
subject of course to its impact on competitive situation in the industry. Basically the question is 
whether extra capital available with a producer can be harnessed to a productive use which is on a 
balance good for the community. It is from this point of view that we do not see any objection to 
the applicant Company having interest in the new Company proposing to manufacture glycol ethers. 

It would have been perhaps more economical if the applicant company had been in the same line or 
in the connected line but then the question of market share would have turned up and the ques¬ 
tion of dominance and the monopolistic situation. Here, on the other hand, the question is whether 
any more efficient or economical competitor or for that matter any other competitor is put at a dis¬ 
advantage by reason of the applicant Company being allowed to enter the field. As stated earlier 
apart from Hico there is nobody else on the scene. There is no plausible chance of any risk to the 
position of Hico. It may also be pointed out that for Hico it is not only for the main line of 
activity. This is one of the many items in the line in which it is interested. A list of chemicals and 
intermediates they manufacture under licence is already given in paragraph 3.11 of Chapter III of 
this report. For them, therefore, it is going to be not the main show wnereas for the new company 
to be floated by the applicants glycol ethers is going to be their main sheet anchor. We, therefore, 
do not see any justification for rejecting the application on the mere ground that the applicant has 
no experience in the line, 

4'20 In regard to the scheme of finance, all the conditions laid down by the Department of 
Banking and the Department of Economic Affairs are acceptable to the applicant Company, except 
the one relating to the proportionate share on the Board of Directors for the fiiiancial institutions 
and for other shareholders. The Department of Banking wanted that representation of shareholders 
on the Board of Directors of the newly established company should be in strict proportion to the 
shareholding, while the Department of Economic Affairs wanted to provide that proportionate rep¬ 
resentation will be granted to the nationalised banks, financial institutions and insurance companies 
in the Board of Directors of the applicant Company. It was pointed out at the time of the public 
hearing that in a vast country like India it was not possible to ensure proportional representation to 
any group of shareholders. The idea of the Dei)artment of Banking and the Department of Econo¬ 
mic Affairs was probably to ensure the representation of the financial institutions on the Board of 
Directors in proportion to their shareholding. Section 263 of the Companies Act lays down the pro¬ 
cedure for election of Director of a Company at the general meeting of the company. The election of 
each Director will depend on the number of votes he polls at the election. Slwreholders other than 
promoters, who will be in the majority of 60% can, if so united, capture of the whole of the Board of 
Directors in course of time. On the other hand, in actual practice the promoters being 
a compact group have a clear majority among the shareholders who attend the general meetings. It 
is, therefore, desirable that the presentation of the financial institutions in ensured by 
control of the promoters group. It should be for the promoters to ensure that the 
representation of the financial institutions on the Board of Directors, as far as possible, 
is commensurate with their shareholding. This condition can be fulfilled not so much by amending 
of the Articles of Association of the company as by an undertaking by the representatives of the pro¬ 
moters group. We recommend the latter course for adoption by the Government. 
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4.21 In regard to the other aspects of the scheme of finance, there seems to be no difficulty 
about the applicant Company being able to invest the necessary amounts in the new company. 
clear from its summarised balance sheets, given in Chapter I para 1.14 there is no dearth of funds 
with the applicant Company even after talang into account its other commitments. In regard to the 
new company the statements given in Annexures F, G and H also do not indicate any operational 
difficulty as far as financial requirements are concerned. The price for the product is taken at Rs. 
15,000 per tonne which is much less than the price charged by Hico which is Rs. 19/- per Kg. Even 
assuming that their calculations of cost go wrong to a certain extent there is enough cushion by 
which the cost can be covered by some increase in the price. The scheme of finance is, therefore 
generally acceptable. 


CHAPTER V 

CONCLUSIONS AND RECOMMENDATIONS 

5.01 On the basis of the analysis given in the earlier Chapter our conclusions are as under ; 

(1) The projections of demand for glycol ethers, made by the company, i.e. 

2500 tonnes 1976-77 

4000 tonnes 1980-81 

6000 tonnes 1985-86 

seem to be realistic subject to the usual margin of error. 

(2) There was no danger whatsoever of either the new company or the existing producer being 
unable to get the reqirements of ethylene oxide, the raw materials, for glycol ethers. 

(3) The applicant Company should be allowed the foreign collaboration subject to scrutiny 
of the terms of foreign collaboration by the Department of Economic Affairs and Foreign 
Investment Board, provided it is found that the indigenous technology, is deficient on an 
evaluation by NRDC, and on condition that the new company will export goods in 
sufficient quantity during the period to be fixed by Government after it goes into commer¬ 
cial production so as to earn the foreign exchange spent on the project. 

(4) There is little likelihood of competition in the business of glycol ethers being hampered 
vis-a-vis the existing producer and any intending entrant by entry of the applicant Company 
in the glycol ethers business. 

(5) The scheme of finance is acceptable subject to the undertaking by the applicant Company 
that adequate representation will be ensured to the financial institutions on the Board 
of Directors in respect of their equity participation. 

5 02 We accordingly recommend that the proposal of the applicant Company for setting up 
of a new undertaking for the manufacture of 4000 tonnes of glycol ethers by a phased programme 
should be approved subject to the following conditons: 

(1) Foreign collabotation will be allowed only if the indigenous technology is found to be 
deficient after an evaluation by the National Research Development Corporation (NRDC) 

(2) The terms of foreign collaboration will be subject to the scrutiny of the appropriatte autho¬ 
rities, viz. the Department of Economic Affairs and the Foreign Investment Board. 

(3) The import of capital equipment should be limited to the minimum and as far as possible 
the capital equipment should be indigenously manufactured and fabricated 

(4) The new company will export during the period to be fixed by the Central Government, 
after commercial production had started, sufficient quantity of glycol ethers so as to cover 
the cost of foreign know-how and foreign equipment and other incidental payments to 
foreign parties. 
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(51 The promoters of the new company will take appropriate steps to ensure adequate repre¬ 
sentation of the financial institutions on the Board of Directors, in respect of their equity 
participation. 


(Sd.) 

Dated the 31 July, 1976 JUSTICE J.L. NAIN 

New Delhi. CHAIRMAN 

(Sd.) 

H.M. JHALA 
MEMBER 


Annexurb a 

Names of persons who were present at the public hearing on the 14th July, 1976 to bear the 
application cf Shri Ambica Mills Ltd;— 

Applicant Company 

1. Shri Rajesh Harivallabhdas, Executive, 

2. Shri Bhailal M. Patel, General Secretary. 

3. Shri N.V. Iyer, Chartered Accountant. 

4. Shri M.R. Shah, Project Manager. 

5. Shri C.R. Shah, Secretary. 

6. Dr. T.K. Roy, Managing Director, Chemicals & Metallurgical Design Co. Ltd., New Delhi. 

7. Shri N.C. Jain 

Government Departments!Organisations 

8. Shri M.K. Venkatachalam, Jt. Secy., Deptt. of Banking. 

9. Mrs. Nalini M.K. Menon, Deputy Secretary, Deptt. of Banking. 

10. Shri K.V. Murthi, Director, Planning Commission. 

11. Shri A.K. Das, Development Officer, DGTD. 

12. Snri C.R. Chakrapani, Under Secretary, Ministry of Chemicals & Fertilizers. 

13. Mrs. S. Chakravarty, Scientist, CSIR. 

14. Dr. D.P. Bnattacharyya, NRDC. 

15. Shri K.N. Venkata Subramanian, Marketing Manager, Indian Petro-Chemicals Corporation 
Ltd., Baroda. 

(6. Shri G.G. Dave, Chief Industrial Adviser, Department of Industries, Government of Gujarat. 

17. Dr. P.V. Krishna, Tech. Aaviser (Chemical), Department of Industries, Government of Gujarat. 

Objectors 

18. Shri B.K. Khare, HICO Products. 

19. Shri K.V. Vijayaraghavan, HICO Products. 

20. Shri P.A. Narvekar, HICO Products. 

21. Shri J.R. Patil, HICO Products. 

22. Shri S.S. Maann, HICO Products. 

23. Shri B.S. Malvi, Indian Chemical Auxiliaries Mfgrs. Assn., Bombay. 

Press Correspondents Shri Krihnan of Samachar and Shri I.C. Singal of Economic Times 
were also present. 



Licensed and Installed capacity and Production in various Divisions of Shri Ambica Mills Limited in 1974 and 1975. 


522 



<N 

r<> 

'Tf 

ON 



ON 

o 

On 

m 

fN| 

<N 

(N 




tn 

s 

• H 

VO 


oo 

« 

in 


o 

rf 

oS 

m 



00 

vn 

<N 





r-T 


00 









00 





ON 



00 

VO 


2 ^ P 


VO 

CO 


rs 

CO 

00 

o 


CO 

vo" 


<N 

CO 




% 

6 

1 


a 


ON 


ON 


a 

a 


Vi 

d 

8 


ON 


On 


d 

o 


a 

Oh 




u 

<u 

o 

P 

dx 







p 




y—V 

H 

s 



c/5 

P S' 

N— / 

C/5 


c/5 

Oi) 

00 

.0 

_y 

^ C/5 

*i!2 O 

^ CX 

se £ 

o 

3 

*o 

o 

P 


iS 

E* o 

E 

s 

d 

CQ 

41 

c/5 

d 

cu > 
1 1 

» 

o 

c 

o, 

2 

o 



0 Q 

N 

t/5 



3 3 




W' 





VO VO 

o 

9- O 


5 s 

<n o 

S' 


5 iS 

<n o 

s 


R 

•S 

•3 

Q 




•o 

d 

*a 

CO 


S 

o 

o 

v4 


*d 


d 

o 

E 

U 




o 

rO 


00 

VC 


00 

V© 




Q 

w 

as 

M 

D 

a 

u 

H 

§ 


K 

o 


I 


& 

c 


I 


s, 

a 

3 

.0, 


1 


« 

a 

O 


Q 

u 

bC 

D 

a 

u 

aS 

H 

s 


12 


Vm 

•o 

d 

U 




s 

§ 

p 

: Tip 


g 

5 

■f 

r- 

s>»^ 

W' 


- 


e 

■§ 

§•. 


d 

X) 

% 

c 

o 


d‘ 

:a 


:§ S -i 




I 

5 


.Si 


5| II 
2 I 


- I 

3 => h5 

■ 


a 


Source: Annual Report of the Conq>any, 1975- 



523 


Annexure C 

Research and Development work carried out by Shri Ambica Group 


1. Synthetic of alkyle naphthalen sulfonic acid derivatives and its application as surface active 
materials and dispersants. 

2. Development methods for the preparation of various water soluble amino-plasta and their appli¬ 
cations on cotton and synthetic cotton blended fabrics. 

3. The effect of temperature on the synthesis of butyl and other higher .dkyl carbamates at ele¬ 
vated temperatures and its application on textiles. 

4. Preparation of various optical brightening agents based on triazinyl-stilbene derivatives and 
setting up a pilot plant for finding out parameters for scaling up the pilot plan to four scale 
plant. 

5. Standardising methods of non-nitrogenous non-incic stable emulsion of low molecular bright 
H.P. Polyethlene emulsion and its effect on smoothening on textiles. 

6. Preparation of wetting agents and detergents based on alkyl phenol and alkyl benzene and scaling 
up a pilot plant for the same. 

7. Finding out the best methods for the polymerisation of vinyl acetate with other co-monomers. 
At present, the study is in progress. 

8. Preparation of poly-silanes from silicone tetra chloride and finding out the best formulation 
to use it as a water proofing compound for textiles. 

9. Study of different swelling agents like chlorinated benzenes and alkyl phenols on hydrophobic 
fibres. 

10. Preparation of substituted amino anthraquinone compounds as dyes for polyester and poly- 
amid fibres. 

11. Preparation of various synthetic tanning materials based on naphthals and naphthslen deri¬ 
vatives. 

12. Synthesis of nitro-liberating blowing agents for rubber and resins. 



Capital Cost of Glycol Ethers Project 4000rP/4 Capacity 
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Annexurb F 


Projected profit and loss account of the 
New Company 





Projected 

years 



x^ariicuiars 

I 

II 

III 

IV 

V 

VI 

Production Tonnes 

2400 

3200 

All Values 
4000 

in Thousand Rupees 
4000 4000 

4000 

I. Income 

1. Sales Value 

3,60,00 

4,80,00 

6,00,00 

6,00,00 

6,00,00 

6,00,00 

2. Other Income 

. . 

. . 

. . 

. * 

* . 

. . 

(a) Commission 

. . 


. . 

. . 

. . 

. . 

(b) Interest 



6,38 

6,93 

7,12 

9,14 

(c) Dividend 



. - 


. . 


(d) Ohter Misc. Income • 







Total 

3,60,00 

4,80,00 

6,06,38 

6,06,93 

6,07,12 

6,09,14 

II. Expenditure 

1. Material • • 

1,96,00 

2,61,50 

3,26,87 

3,26,87 

3,26,87 

3,26,87 

2. Salaries & Wages • 

9,80 

10,78 

11,86 

13,04 

14,35 

15,78 

3. Stores & Spares 

5,00 

6,00 

7,00 

7,00 

7,00 

7,00 

4. Power & Fuel 

7,00 

8,00 

9,00 

9,00 

9,00 

9,00 

5. Repairs & Maintenance 

4,00 

4,00 

5,00 

6,00 

7,00 

8,00 

6. Depreciation 

1,01,52 

74,11 

54,10 

39,49 

28,83 

21,05 

(On WDV Method) 

7. Interest 

35,96 

25,40 

17,33 

14,85 

12,38 

19,90 

8. Royalty 

• - 



• • 


. . 

*9. Excise Duty 

. • 

• . 



• . 

. • 

♦•10. Other Overheads 

11. Administrative Overheads T 

12. Selling & Distribution • 

J 18,00 

24,00 

30,00 

30,00 

30,00 

30,00 

Total 

3,77,28 

4,13,79 

4,61,16 

4,46,25 

4,35,43 

4,37,60 

LOANS 

1st year 

2nd year 

3rd year 

4th year 

5th year 

6th year 

Short term from Banks @16%- 

66,00,000 


. . 



. . 

Long term loan from F.I.@11 % 1,80,00,000 

1,80,00 

1,57,50 

1,35,00 

1,12,50 

90,00 

Public Deposits at 14% average 

Interest .... 

40,00,000 

40,00 





Total • 2,86,00,000 

2,20,00 

1,57,50 

1,35,00 

1,12,50 

90,00 

Bank .... 

10,56 





.. 

F.l.. 

19,80 

19,80 

17,33 

14,85 

12,38 

19,90 

Public Deposits 

5,60 

5,60 





Total 

35,96 

25,40 

17,33 

14,85 

12,38 

19,90 
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Annexure F— contd. 



1st year 

2nd year 

3rcl year 

4th year 

5th year 

6th year 

13. 

—17,28 

66,21 

1,45,22 

1,00,68 

1,71,69 

1,81,54 

(a) Enhanced Depreciation 

72,40 



. . 


. . 

(b) Profit on % of capital 
employed 

.. 

27,66 

25,97 

23,00 

20,85 

19,27 

(c) Taxable income after 
adjustment of profit • 

—89,68 

—51,13 

68,12 

1,37,68 

1,50,84 

1,62,27 

Total untaxable amount 







1. Tax Provision@ 57J' 



39,17 

79,17 

86,73 

93,31 

2. Dividend Pref. share equity 
share 



13,20 

4,40 

4,40 

4,40 

Equity share • 




13,00 

19,50 

19,50 

Total 



52,37 

96,57 

1,10,63 

1,17,21 

Retained Profits (Loss) • 

Nil 

Nil 

15,75 

41,11 

40,21 

45,06 


•Selling price is exclusive of excise duty. 

*•10, 11 & 12 have been taken 5% of the net saies value. It is not possible to differentiate at present between 
various overheads. 27% would be the weighted average depreciation on the fixed capital cost. 

Annexure G 

Projected balance sheet of the New Company 


Projected Year 

Particulars---—-- 


Assets 

A. Total Fixed Assets • 

Less Depreciation • 

Net Fixed Assets 

B. INVESTMENTS 

C. Current Assets 
Sundry Debtors 
Inventories • 

Cash & Bank Balances • 
Loans & Advances • 

D. Misc. Expenditure & Losses, 
if any 

Total Assets 

Liabilities 

E. Share Capital: 

Equity 

Preference 

Total 


I 

II 

III 

IV 

V ■ 

VI 

376-00 

274-48 

200.37 

146-27 

106-78 

77-95 

101-52 

74-11 

54-10 

39-49 

28-83 

21-05 

274-48 

200-37 

146-27 

106-78 

77-95 

56-90 

84-24 

92-35 

83-95 

100-94 

107-27 

105-82 

25-00 

42-00 

67-31 

65-00 

65-00 

65-00 

80-00 

110-00 

150-00 

150-00 

150-00, 

150-00 

4-00 

6-21 

59-37 

100-88 

114-79 , 

120-64 


28-00 

54-00 

77-00 

98-00 

118-00 

89-68 

51-13 





557-40 

530-06 

560-90 

600-60 

613-01 

616-36 

130-00 

130-00 

130-00 

130-00 

130-00 

130-00 

40-00 

40-00 

40-00 

40-00 

40-00 

40-00 

170-00 

170-00 

170-00 

170-00 

170-00 

170-00 
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Annexure G— contd. 



I 

11 

III 

IV 

V 

VI 

F. Reserves & Surplus • 

72-40 

100-06 

126-03 

149-03 

169-88 

189-15 

G. Secured Loans 







(a) Term Loans 

180-00 

180-00 

157-50 

135-00 

112-50 

90-00 

(b) Others (from Banks/Inter¬ 
connected concerns) 

66-00 




. • 


H. Unsecured Loans 







Deposits etc. - 

40-00 

40-00 

. . 




I. Current Liabilities and Provisions 






Sundry Creditors 

29-00 

40-00 

55-00 

50-00 

50-00 

50-00 

Bills Payable 



13-20 

17-40 

23-90 

23-90 

Others 

. . 


39-17 

79-17 

86-73 

93-31 

J. Tax Provision 

. . 

• • 

. • 




Total Lr abilities 

557-40 

530-05 

560-90 

600-60 

613-01 

616-36 


Annexure H 





Projected cash flow statement of the New Company 






Projected year 




I 

II 

III 

TV 

V 

VI 

SOURCES OF FUND 

Share Issue • • • . 

170.00 











Profit before Taxation after in¬ 
terest, depreciation and deve¬ 
lopment rebate - 


60-21 

145-22 

160-68 

171-69 

181-54 

Depreciation provision ■ 

101-52 

74-11 

54-10 

39-49 

28-83 

21-05 

Development Rebate Reserve 
Enhanced Depreciation - 

72-40 




.. 


Secured Loans 

180-00 

. . 

« • 

. . 



Unsecured Loans & Deposits - 

40-00 

. . 


. > 



Bank Borrowing for working 
capital 

66-00 



.. 



Liability for Deferred Payments 

Sale of Investments 

Other Incomes 


•• 





Increase in Current Liabilities & 
Provisions 

29-00 

11-00 

67-37 

39-20 

14-06 

6-58 

Decrease in Working Capital, 
Current Assets, Loans & Ad¬ 
vances 



8-40 

2-31 


1-45 


658-92 151-32 275-09 241-68 214-58 210-62 
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Annexure H—Contd. 



1 

II 

III 

IV 

V 

VI 

POSITION OF FUNDS : 

Capital Expenditure 

376-00 





, , 

Increase in Working Capital 
(Current Assets, Loans & Ad¬ 
vances) .... 

105-00 

47-00 

65-31 




Decrease in Secured Loans 

, . 


22-50 

22-50 

22-50 

22-50 

Decrease in Bank Borrowings 
for Working Capital ■ 

Decrease in Liability for Deferred 
Payments 


66-00 





Taxation • • 


, , 

39-17 

79-17 

86-73 

93-31 

Dividend 


. , 

13-20 

17-40 

23-90 

23-90 

Increase in Investment in Com¬ 
panies/Others 

84-24 

36-11 

26-00 

39-99 

27-33 

20-00 

Deposit in Bank Current Ac¬ 
count (included in Current 
Assets) .... 

4-00 

2-21 

53-16 

15-75 

41-51 

41-11 

13-91 

40-21 

5-85 

45-06 

Decrease in Current l iabilities 
& Provisions 


- 


.. 


. • 

Loss • . . . . 

89-68 







658-92 

151-32 

275-09 

241-68 

214-58 

210-62 


Annexure T 

Forecasted consumption of ethylene oxide by 1980 

1. Polyester 


(a) Polyester ^aple fibre 


(i) Swadeshi polytex ■ • • • 

- 6100 TPY 

(ii) Indian Organic Chemicals 

6100 „ 

(iii) CAFI 

6100 „ 

(iv) Calico 

6100 „ 

(v) J.K. Synthetics 

900 „ 

Total 

(b) Polyester filament 

: 25,300 „ 


(i) Petrofil 3500 tonnes/year 

(ii) Capacity of Polyester filament with Nylon 

Filament yarn mfgrs. 1710 „ 

5210 

(c) Polyester Resin based on DMT/Ethylene glycol 2000 „ 

Total Polyester production 32510 tonnes/year 

Ethylene glycol required 32510 X 0.42c3l3600 tonnes/year 

of ethylene glycol. 
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Other consumers of ethylene glycol apart from this will be about 2400 tonnes per year, hence 
total requirement of ethylene glycol will be 16000 tcnnes/year by 1980. 

Requirement of ethylene Oxide=16000 x 0.75=12000 tonnes. 

2. Ethylene Oxide condensates 

Demands for Condensates based on ethylene oxide would be 4000 tonnes per year for deter¬ 
gent, polyols etc. 

Ethylene oxide requirement 2000 tonnes per year. 

3. Ethanolamines 

Ethanol amines production 

(i) Amines & Plasticizers 

(ii) P.K. Velu, Bombay 

Ethylene oxide required=5500 x 0.78 

4. Glycol ethers 

(i) Hico Products 1500 tonnes/year 

(ii) Shri Ambica Mills Ltd 4000 tonnes/year 

5500 tonnes/year 

Requirement of ethylene oxide 

5500 X 0.53=2900 tonnes/year 

5. Miscellaneous requirements of ethylene oxide 1500 tonnes/per yr. 

Hence total forecasted consumption of ethylene oxide will be 


Polyesters 

12,000 TPY 

Ethanolamines 

4,300 „ 

Glycol ethers 

2,900 „ 

Ethylene Oxide condensates 

2,000 „ 

Miscellaneous 

1,500 „ 


22,700 „ 


Supply of Ethylene Oxide 
(i) NOCIL 

(Ref. DGTD Annual Report 1972-73 
p. 293) 

(ii) IPCL, Baroda 

(Ref. from their published chart) 

Hence, even after supplying to Shri Ambica Mills, Ethylene oxide will be surplus to the 
extent of 4300 TPA in 1980. 


Installed capacityjanntm 

m • 

12,000 tonnes 
15,000 „ 

27,000 „ 


3000 Tpy 
2500 „ 

5500 „ 

= 4300 tonnes/year. 
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No. 2/2/75-M(T) 

Government of India 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 

In the matter of an application under Section 22 of the Monopolies and Restrictive Trade 

Practices Act, 1969; 

AND 

In the matter of a proposal from Shri Ambica Mills L’mited for the establishment of a new 

undertaking for the manufacture of Glycol Ethers. 

Shri Ambica Mills Limited (hereinafter referred to as the ‘applicant company’) has made an 
application under Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 (herein¬ 
after referred to as the ‘Act’) for the establishment of a new undertaking for the manufacture of 4,000 
tonnes per annum of Glycol Ethers at Baroda. The cost of the project was estimated at Rs. 350 lakhs. 
plus Rs. 45 lakhs (being margin money at 30% of the working capital of Rs. 150 lakhs), totalling 
Rs. 395 lakhs which was proposed to be financed by issue of fresh capital—Rs. 1.30 lakhs; Unsecu¬ 
red loans from public by fixed deposits — Rs. 30 lakhs, foreign exchange loans from ICICI - Rs. 65 
lakhs; deferred credit terms for purchase of indigenous machinery - Rs. 75 lakhs and Secured deben¬ 
tures/long term loans on fixed assets - Rs. 100 lakhs. The applicant company has subsequently 
revised the cost of the project to Rs. 526 lakhs. 

2. The applicant company is registered under the Act on the 21st September, 1971 as an 
undertaking to which the provisions of Section 20(a) (ii) are applicable and belongs to Shri Ambica 
Group. 

3. The applicant company advertised its proposal in accordance with the prescribed procedure 
and no objections were received by the Central Government. 

4. The proposal of the applicant company was examined by the Government and it was felt 
that from the scheme of finance given by the applicant company it could not be said whether the ap¬ 
plicant company would be able to finance the project; that definite figures regarding the 
import of the item proposed to be manufactured were not available; that these and other aspects 
of the proposal required further examination and as the Monopolies and Restrictive Trade 
Practices Commission (hereinafter referred to as the ‘Commission’) had earlier also looked into the 
proposal, this proposal may be referred to the Commission for further inquiry and report. 
In exercise of the powers conferred by clause (b) of sub-section (3) of section 22 of the Act, the 
Central Government accordingly referred the proposal to the Commission for further inquiry 
and report. 

5. The proposal of the applicant company was opposed before the Commission by four 
parties, two of whom Hico Products Private Limited and Indian Chemical Auxiliaries Manufac¬ 
turers’ Association made personal appearance at the public hearing before the commission as also 
before the Central Government at the time of hearing under Section 29 of the Act. Hico Products 
Private Limited has been given an Industrial Licence for the manufacture of 1,500 tonnes per annum 
of Glycol Ethers in 1974. They objected to the proposal of the applicant company on the ground 
of difficulty in the availability of raw materials and felt that the demand projections of 6,000 tonnes 
given by the applicant company were overpitched as, according to their understanding, the demand 
would never reach that target by 1985-86. On the availability of raw materials, the objector company 
stated that their present production of Glycol Ethers was about 300 tonnes per annum and they were 
waiting for IPCL to go into production of Ethylene Oxide from 1979 before increasing their produc¬ 
tion to 1500 tonnes. The objector company further stated that the foreign collaboration proposal 
of the applicant company was based on raw material which was going to be in short supply for years 
to come; that from the management and financial angle the project was not such as to require the 
entry of a big industrial house in the field; that their investment for the capacity of 1500 tonnes wr .3 
Rs. 70 lakhs and, with an additional investment of only Rs. 30 lakhs, they would be in a position to 
produce 4,000 tonnes per annum as against which the project cost of the applicant company was 
over Rs. 500 lakhs. It was emphasised that the technology used by them was in no way inferior to 
that being proposed by the applicant company. 
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6- The representative of Indian Chemical Auxiliaries Manufacturers’Association stated that 
the biggest handicap of their members with regard to production of chemicals based on the raw 
material, Ethylene Oxide, was the acute shortage of this raw material. He further, stated that many 
of these manufacturers were in a position to manufacture Glycol Ethers as the technology, according 
to them, was not any more complicated than in the case of other auxiliaty chemicals. He stressed 
that approval of the applicant company’s proposal would, mean denial of this essential raw material, 
which has several applications and end-uses, to other producers. Moreover, according to him, foreign 
collaboration was not at all necessary for this project. 

7- The Commission examined all the objections brought before it and, after a detailed in¬ 
quiry, gave its Report recommending approval of the proposal subject to the following conditions:— 

(1) Foreign collaboration will be allowed only if the indigenous technology is found to be 
deficient after an evaluation by the National Research Development Corporation (NRDC). 

(2) The terms of foreign collaboration will be subject to the scrutiny of the appropriate autho ■ 
rities, viz. the Department of Economic Affairs and the Foreign Investment Board. 

(3) The import of capital equipment should be limited to the minimum and as far as possible 
the capital equipment should be indigenously manufactured and fabricated. 

(4) The new company will export during the period tc be fixed by the Central Government, 
after commercial production had stared, sufficient quantity of glycol ethers so as to cover 
the cost of foreign" know-how and foreign equipment and other incidental payments to 
foreign parties. 

(5) The promoters of the new company will take appropriate steps to ensure adequate repre¬ 
sentation of the financial institutions on the Board of Diectors, in respect of their equity 
participation. 

The Commission also took note of the fact that the applicant company has revised the cost 
of the project to Rs. 526 lakhs. 

8 • The recommendations of the Commission particularly its findings on the availability of 
the main raw material, Etyhlene Oxide, arrangements for foreign collaboration and its suggestion 
for imposition of an export obligation in the context of domestic requirements, were considered in 
detail by the Government and after taking into consideration .the various factors including the find¬ 
ings of the Commission, it was decided that the applicant company may be informed that its proposal 
could be considered subject to certain conditions (as listed in the Order below). A copy of the 
Commission’s Report was supplied to the applicant company t s also to the objectors who had ob¬ 
jected to the proposal of the applicant company before the Commission. 

9 • A hearing in terms of Section 29 of the Act was given to the applicant company and to the 
objectors. The objectors rcitereated their view-point expressed before the Commission and as stated 
in paras 5 & 6 above. The applicant company accepted all the conditions proposed by the Govern¬ 
ment to be imposed and as stated in the Order below. 

10- The Central Government has carefully considered the recommendations made by the 
Commission in its Report dated the 31st July, 1976, the submissions made by the applicant company 
and by the objectors at the hearing. It has been felt that availability of the raw material - Ethylene 
Oxide, was not likely to pose any difficulty; the conditions proposed to be imposed in the Order 
vvould be adequate to safeguard the interest of the objectors and others; and there is scope for licen¬ 
sing one more unit. It would therefore, be expedient in the public interest to accord approval to 
the proposal of the applicant company subject to the conditions hereinafter stipulated in the Order: 

ORDER 

The Central Government, in exercise of its powers under clause (c) of sub-section (3) of Sec¬ 
tion 22 read with Section 54 of the Monopolies and Restrictive Tiade Practices Act, 1969, hereby 
approves the proposal of Shri Ambica Mills Limited for the establishment of a new undertaking at 
Baroda for the manufacture of 4000 tonnes per annum of Glycol Ethers on the basis of the scheme 
of finance as contained in its application dated the 4th April, 1975 under Section 22 of the Act and 
its letter dated 4.8.1975 and as revised before the Commission subject to the following conditions : 

(i) Foreign collaboration will be allowed only if the indigenous technology is found to be 
deficient after an evaluation by the National Research and Development Corporation. 
The need for and the terms of foreign collaboration, if any, shall be settled to the satis¬ 
faction of Government. 

35—7 M of U&CA/ND/79 
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(ii) Arraagemcnts for the import of plant and machinery shall be settled to the satisfaction 
of Government. 

(iii) Import of raw materials will be governed by the import policy in force from time to 
time. 

(iv) The promoters of the new company will take appropriate steps to ensure adequate repre¬ 
sentation of the financial institutions on the Board of Directors in respect of their equity 
participation. 

(v) The new company will seek enlistment of its share on a recognised stock exchange in ac¬ 
cordance with the listing guidelines. 

(vi) Preference shares in the new company will not be redeemable before the expiry of 12 
years. 

(vii) Loans from financial institutions, if any, will be subject to usual convertibility clause, 
(viii) The new company will maintain equity debt ratio at 1 : 2. 

(ix) The holdings of the applicant company, its directors, their relatives, associates and their 
inter-connected undertakings, their directors, relatives and associates, shall not exceed 
40% of the equity share capital of the new company. 

(x) The new company shall undertake an obligation to export, within a period of five years 
from the commencement of Commercial production, sufficient quantity of Glycol Ethers 
so as to cover the forei^ exchange outgo towards the cost of foreign know-how, foreign 
equipment and other incidental payments to foreign parties. The Government may, 
however, relax this condition for any period of time in accordance with the exigencies 
of internal demand. 

This approval does not constitute clearance under any other law for the time being in force. 


(Sd.) 

(M. K. KUKREJA) 

Joint Secretary to the Government of India. 

New Delhi. 

The 10th October, 1971 
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MONOPOLIES & RESTRICTIVE TRADE PRACTICES COMMISSION 


REPORT 

Under Section 22(3)(ft) of the Monopolies and Restrictive Trade Practices Act, 1969 
Mjs. T.V. Smdram Iyengar & Sons Pvt. Ltd., Madurai 


INTRODUCTION 

1. M/s. T.V. Sundram Iyengar & Sons Private Ltd. (hereinafter referred to as TVS) filed 
with the Central Government on 31st December, 1970 an application (dated the 29th December, 1970) 
under Section 22 of the Monopolies & Restrictive Trade Practices Act, 1969 for the establishment 
of an undertaking to manufacture organic automotive, non-automotive and industrial friction material. 
This application of the company has been referred to the Monopolies & Restrictive Trade Practices 
Commission for enquiry and report vide Department of Company Affairs letter No. 2/l/71-M(I)- 
(III) dated 26th July, 1971. Under Section 30(2) of the Monopolies & Restrictive Trade Practices 
Act, 1969. The report in the case of this company should have been submitted on or before 25th 
October, 1971. However, this date was extended by the Commission to 15th December, 1971. 

2. The name of the new undertaking has not yet been decided. The applicant company 
has stated that a new company would be brought into existence with an authorised capital of Rs. 2 
crores divided into 2,00,000 equity shares of Rs. 100 each. The intitial issued capital would be 
Rs. 75 lakhs divided into 75,000 equity shares of Rs. 100 each. 

3. M/s. T.V.S. itself was incorporated on 11th October, 1929. The objects for which the 
company was established include, inter alia, encouragement by all possible means the trade in auto¬ 
mobiles and to take part in the formation, mamagement, supervision or control of the business or 
operation of any company or undertaking other thM banks and for that purpose to act as administ¬ 
rators, managing agents, secretaries and treasurers or in any other capacity. 

Capital Structure of the new company 

4. In the case of the proposed project, the applicant company has been giving changed versions 
regarding the capital structure of the new undertaking. When the application was submitted to the 
Central Government, the following capital structure was proposed 

(i) Subscription by the proposed foreign collaborators.45 % 

(u) Subscription by the proposed Interconnected companies of the Group ■ 55% 

Subsequently in its letter dated the 3rd September 1971 to the Commission, the company 
suggested the following proportions :— 

TVS Group Companies- • • • • • -40% 

Proposed foreign collaborator.40 % 

Public • ..20 % 

These second ratio were also later on changed as under vide Company’s letter dated the 23rd September 
1971 

Public participation.33-1/3% 

TVS Group Companies.33-1/3 % 

M/s. Abex Corpn. U.S.A. (Proposed Foreign Collaborator) • • 33-1/3% 

During the course of the Public hearing the TVS Group share was proposed to be bifurcated as under :- 
TVS Charities (a public Trust).3-1/3 % 

Group Companies Viz. TVS Iyengar ■) 

& Sons Private Ltd. j 

Southern Roadways Pvt. Ltd. • • ■ • r Equal shares totalling 30 % 

Sundaiam Industries Pvt. Ltd. ' ' ' J 
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Interconnected undertakings 

5. The applicant Company has admitted that the new company when incorporated will be 
inter-connected with 19 companies of the TVS Group. The names of these companies and the value 
of their assets as on 1st April, 1969 or near about dated was Rs. 58-96 crores. The details are as 
under :— 


S.No. Name of the Undertaking Value of Assets 

_____ (Rs. in lakhs) 

1. T.V. Sundram Iyengar Sons Pvt. Ltd.. 661-54 

2. Southern Roadways Pvt. Ltd... 3 - 73 . gg 

3. Sundram Motor Pvt. Ltd. - -. 221-15 

4. Madras Auto Service Pvt. Ltd.. 104-65 

5. Sundram Industries Pvt. Ltd... 292-03 

6 . Sundrams Pvt. Ltd. -.. 7.97 

7. Singer—TVS Ltd. 18-41 

8 . Madras Motor & General Insurance Co. Ltd. 535-89 

9. Sundram Finance Ltd.. 1,302-41 

10 . India Motor Parts & Accessories Ltd. ....... 55-10 

11. Wheels India Ltd. 471-(X) 

12. Lucas Indian Service Ltd. - -.. • 88-57 

13. Sundram Clayton Ltd. -.. 284-55 

14. Lucas—TVS Ltd.. 851-88 

15. Lucas Electrical Tractor Service Ltd. - '. 10-63 

16. Brakes India Ltd.. 417-86 

17. Sundram Textiles Ltd.. 119-11 

18. Sundram Fasteners Ltd.. 38-20 

19. Torsion Products Ltd.. 41-58 

Total • 5896-21 


M/s. Sundram Motors Private Limited and M/s. Madras Auto Service Private Limited have 
since been amalgamated with the applicant company (on 24-12-1970). The Government of India 
by an ordinance promulgated on May 13, 1971 have taken over the Management of Madras Motor 
& General Insurance Company Limited. The Company is expected to be nationalised soon. 
Southern Roadways Private Ltd.’s passanger Transport business have been nationalized by the 
Tamilnadu Government. However the company still exists. Hence in effect the new company 
when incorporated will be inter-connected with 16 (out of 19 above) companies only. 

6 . The applicant company is being managed by a Board of Directors. No share is held in 
this company by scheduled Banks, financial institutions and foreigners. The shares are mostly held 
by members of the T.V.S. family. 

Details of the Scheme 

7. (a) Proposed location of the new factory .— The factory for the manufacture of friction materials 
is to be located in Sadidapet Taluk of Chengalpet district in the State of Tamil Nadu. 

(b) Proposed {annual) installed capacity .— It is 1,500 tonnes on two shift working calculated 
on the basis of 240 working days per year. Part of the process may be continuous. The production 
will commence straight from raw materials in the initial stages itself. 

(c) Estimated Project Costs .— On the basis of estimates prepared by collaborators of the 
proposed company in December, 1969, the following amount has been worked out as the estimated 


cost of the proposed project: 


Fixed assets 

(Rs. in lakhs) 

Land .... 

• 1-00 

Buildings 

• 45-00 

Plant & Machinery 

• 70-50 


Total • 116-50 
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(d) Source of Finance .—Based on the above tentative estimates. It is anticipated that the 
project will require finance to the extent of 120 lakhs. It is proposed to obtain this money through 
equity capital (Rs. 75 lakhs) and term loan (45 lakhs). 

The new undertaking will apply to bankers for its term loan after its incorporation. The 
terms of this loan will be negotiated with the bankers thereafter. This loan is proposed to be raised 
against hypothecation of fixed assets of the company. 

(e) Foreign Exchange Requirements .—At the time of the submission of the application the 
foreign exchange requirements were worked out at Rs. 44'43 lakhs representing CIF value of Plant 
and Machinery to be imported. These are proposed to be met as under 

Foreign Collaborators equity ....... R 5 _ 25 • 00 lakhs 

By cash licence from the Govt. ....... Rs_ 19*43 lakhs 

These estimates of foreign exchange are likely to be revised in the light of availability of 
machinery from indigenous sources and increases in prices in the world market. 

Details about the proposed foreign collaboration 

8 . At the time of the submission of the application to the Govt., the Company had mentioned 
about the possibility of a foreign collaboration agreement with M/s. Jurid Werke of Germany or 
with M/s. Abex Corporation of U.S.A. During the course of the Commission’s enquiries it transpired 
that it has given up the idea of collaboration with M/s. Jurid Werke. The Company’s version is 
that M/s. Jurid Werke were merely interested in Licensing arrangements and this arrangement was 
not acceptable to the applicant company. Hence it pursued the negotiations with M/s. Abex Cor¬ 
poration, one of the leading international companies in the brake lining field which has specialized 
in heavy duty vehicle applications, rail road applications, earth movers, off highway vehicle appli¬ 
cations and industrial machinery applications. 

The details regarding terms of collaboration etc. have not yet been finalised. However, during 
the course of the public hearing, the representatives of the company stated that the foreign company, 
besides getting dividend on the equity capital, will also be entitled to payment® 5% (five per cent) 
on net sales of the new undertaking annually. This will represent a combined fee towards royalty 
and txichnical assistance. This payment will be subject to Indian Taxes to the extent applicable. 
The foreign collaborator in return is expected to assist the new undertaking in its establishment and 
manufacture of friction materials and also make available its trade Marks, Patents, etc. and also 
assist the Company in achieving exports. 

Other Details about the Project 

9(1). Under the organic friction industry, both Brake linings and Clutch facings form an 
important part. The word ‘organic’ generally implies that it will be based on asbestos fibre and 
thermosetting resins. ‘Inorganic’ is intended to denote sintered metal based frictional materials. 
Automotive refers to all the road vehicles, such as trucks, buses, cars, scooters, motor-cycles, moped, 
etc. The non-autoraotive field covers a complete range of ei.rth moving vehicles, road rollers, tractors, 
material handling equipment, etc. In the industrial field various types of machines using frictional 
material are generally cranes, over-head cranes, stationary engines, etc. Generally the term ‘friction 
material’ covers the entire range of friction materials for clutching or braking purposes. Of late 
experiments are being made for ms king organic friction brake blocks for Railways. In the next 
few years the demand for such use is anticipated to be quite substantial. 

9(2). The applicant company expects to start trail production only by the end of 1974. The 
reasons for this in the company’s own words are as under :— 

“We may be able to receive the letter of Intent only by March, 1972. Thereafter, we have 
to finalise the collaboration arrangements with Messrs. Abex Corporation, establish the new company 
and then apply for the Industrial Licence. On receipt of the licence, further steps for acquisition of 
plant and machinery and setting up of manufacturing facilities will have to be taken. In our ex¬ 
perience, this will take 2 years and hence it is unlikely that production on a regular basis could com¬ 
mence before the end of 1974. The market will develop only gradually and we anticipate that from 
a small production of 150 tonnes of brake linings and 15 tonnes of clutch facings in the year 1974-75, 
the production will increase to meet the increasing demand of brake linings and clutch facings to 
750 tonnes and 50 tonnes respectivley by 1979-80.” 
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9(3). The programme for the years 1974-75 to 1979-80 as submitted by the company is as 
under ;— 


Year 


Brake linings 
(tonnes) 

Clutch facings 
(Tons) 

Railway applica¬ 
tions (Tons) 

Total 

(Tons) 

1974-75 • 


150 (5676) 

15 (388) 


165 

1975-76 • 

• 

250 (6844) 

20 (441) 


270 

1976-77 • 

■ 

400 (7032) 

25 (488) 

75 

500 

1977-78 • 

• 

500 (7730) 

30 (541) 

150 

680 

1978-79 • 


600 (8475) 

40 (597) 

300 

940 

1979-80 • 


750 (9236) 

50 (656) 

500 

1300 

Figures within brackets represent the estimated total demand in the country (as per 

Company’s Estimates). 



9(4). The company has conducted a market survey regarding future demand. A copy of 
the survey and feasibility report as furnished to the Commission is enclosed as Annexure A to the 
report. From the study carried out by the company, it has been noticed that the total demand for 
brake linings will be 6344 tons by 1975-76 and 9236 tons by 1979-80. According to the company’s 
information, the total present licensed capacity is 3715 tons and further capacities for 700 tons have 
been licensed. As such there will be a shortfall of approximately 1929 tons of brake linings by 1975- 
76 and 4821 tons by 1979-80. For clutch facings, the estimate wi s 35 tonnes by 1975-76 and 50 tonnes 
by 1979-80. It did not contemplate production of railway brake blocks in th'i initial years. The 
revised estimates as stated above will show that produetion targets have undergone substantial changes. 
The reasons for this as given by the Company have been mentioned earlier. 

9(5). The company was asked to intimate in detail about the progress made by it regarding 
the development of new brakes (ntilizing friction materials) for the Railways. In reply the Company 
has stated that its sister concern M/s. Brakes India Ltd. have been pursuing this subject with the 
Indian Railways during the past 4 years and are awaiting acceptance for their proposal. The proposed 
collaborators of the Company namely M/s. Abex Corporation of USA are also reported to be in 
contact with the Indian Railways directly regarding the development and application of composition 
brake shoes. The Commission will discuss subsequently in detail about the demand from the Rail¬ 
ways and the progress made by this Company in this field. 


Demand Studies by the Commission 

10. The Commission addressed various Government authorities and private parties to assess 
the present demand, capacity, and production as also about the future requirements. These enquiries 
have revealed the following important information : 


PLANNING COMMISSION 

The Planning Commission has furnished the following figures from the Report of the working 
group for Transport Equipment .in respect of demand estimates for brake linings and clutch facings: 

Licensed Installed capacity per annum (As in 1968) • • • 4220 tonnes 

Demand by the end of 4th Plan ....•• 4500 tonnes 

The figures relate to friction brake linings and clutch facings used in automobile industry 
only. Demand estimates of the above items used for other industries were not available with the 
Planning Commission : 


Ministry of Industrial Development Department of Industrial Development 

Particulars relating to existing units in the field of manufacture of brake linings and clutch 
facings as furnished by the Ministry and D.G.T.D. are as under:— 
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Name of the Firm 

Location 
of the 
Factory 

Licensed Capacity 

Licensed 
capacity 
connected 
to 2 shifts 

Production 
(Total) in tonnes 
1967-68 1968-69 1979-80 

M/s. Hindustan Ferode 

Ltd. 

M/s. Automobile Pro¬ 
ducts of India. 

Bombay 

3 Shifts 

2160 10,00,000 

Tonnes Clutch 

Brake Facings 

Linings 

3 Shifts 

500 B. Linings 

3 Shifts 

1440 B.L. 

1179 

1176 

1516 

Bombay 

166-6 C.F. 

333 

251 

161 

177 

M/s. Rane Brake Linings 
Madras. 

Madras 

180 Tons B. Linings 
60 Tons Clutch Fa¬ 
cings 

One Shift 

360 


30 

249 


120 




M/s. Bramic Suri Pvt. 

Ltd. 

Ghazabad 

(U.P.) 

Brake Linings C. Fa¬ 
cings & Industrial 
Linings 

750 Tonnes 

One Shift 

1500 

306 

350 

378 

M/s. Brake Linings Ltd. 
Faridabad. 

Haryana 

Brake Linings 

400 

101 

170 

74 


200 Tonnes 







One Shift Total 

4320 

1837 

1887 

2394 


On the basis of above figures the total capacity of the existing units 2 shift basis works out 
to 4320. The production in year 1967-68, 1968-69 and 1969-70 was as under:— 


1967- 68 1837 Tonnes 

1968- 69 1887 Tonnes 

1969- 70 2394 Tonnes 

These figures will indicate that in the years 1967-68 and 1968-69 the total production in the 
country was less than 50% of the installed capcity on two shift basis for these years. In the year 
1969-70 the production was slightly over 50% of the capacity. 

Extra Capacity applied for : 

The two existing units and 3 new entrents have applied for extra capacity in this field of manu¬ 
facture. The position regrarding new applications is as under:— 


Name of the Form 


1. Rane Brake Linings, Madras 

2. Brake Linings Ltd., Delhi 

3. T.V.S. . • - • 

4. Shri A.K. Dhawan, Kanpur 

5. Shri L. N. Raina 


Brake Linings C. Facings Quantity Total 

Quantity 

180 Tonns of Moulded 60 Tonnes of moulded 240 

Brake Linings. clutch facings. 

400 Tonnes 400 

1500 Tonnes 1500 

120 120 240 


32,00,00 Nos. of 
Clutch facings ap¬ 
prox. 350 Tonnes (as 
worked by Shri 
Raina) of moulded, 
metallic and woven 

qualities. 350 


2730 
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If these capacities are added to the existing capacity in the country, then the total capacity 
will work out to 6610 Tonnes (4320 + 2730 minus 440, i.e., 240 Tons of Rane -i-200 Tonnes of Brake 
linings been already considered in the total of 4320 on double shift working). Letters of intent are 
reported to have issued to 4 out of 5 concerns listed above. M/s. T.V.S. have not been issued the letter 
of intent so far. 


The Directorate General of Technical Development has worked out the annual demand for 
brake linings and clutch facings by 1973-74 (on the basis of studies by the working group) as under r— 

Brake linings .... 4000 Tonnes 

Clutch Facings .... 17,30,000 Nos. (Approx. 500 Tonnes) 

The D.G.T.D. is of the view that if all the units who have applied for new capacity are issued 
licences, the total capacity in the country would be about 7500 Tonnes i.e. roughly 66% more than the 
estimated requirements mentioned earlier. However, that Directorate feels that the present is the 
appropriate time to create additional capacity in respect of this industry. In coming to this con¬ 
clusion, the D.G.T.D. took into account additional demands on account of plans to set up public 
sector car and scooter projects and the expected increase in the production of tractors/power tillers 
during the coming years. The D.G.T.D. has therefore recommended that all the units who have 
applied for extra capacity should be given letters of intent. The D.G.T.D. felt that there is a big 
potential for the export of Brake Linings and Clutch facings also if the indigenous industry can 
make these for specifications suited to the equipment abroad. 

Regarding TVS’s proposal, the view of the Industrial Development Ministry is that as a new 
entrant, the share of the new companylin the total capacity will be approximately 20%. This is on 
the presumption that schemes of all the 5 persons to whom letters of intent have b^n or will be 
issued shall materialise. As such there should be no objection, from the point of view of the Mini¬ 
stry, in allowing the proposal to go through under the provisions of the Monopolies & Restrictive 
Trade Practices Act also. The proposed scheme will be helpful in meeting the growing demand for 
these items in the country and will sub-serve the public interest as it will avoid the evils which flow 
from shortages etc. 

Demand by Railways 

10-A. The Company during the course of enquiry by the Commission stated that it proposes 
to develop organic friction materials for railway brakes. The proposed industrial unit in tWs field 
envisages collaboration with M/S. Abex Corporation, U.S.A., a leading producer of heavy duty 
automotive friction materials and railway’organic friction materials. With their technical assistance, 
the company hopes to develop organic friction brake blocks and disc brakes for use in Indian Rail¬ 
ways to replace the present cast iron blocks which, according to the company, not only wear them¬ 
selves, out but also wear the wheels resulting in the frequent replacement of wheels and increase of 
general maintenance expenditure. The company’s contention is that with the introduction of organic 
friction brake blocks, the life of wheels will considerably increase and the maintenance expenditure 
will be considerably reduced. These brakes will be specially useful for the high speed trains which 
the Government of India is planning to introduce. 


Correspondence in this matter has been conducted by another company of the group viz. 
M/s. Brake India Ltd. and by its foreign collaborators. The negotiations with the Railways in this 
matter are reported to be in the initial stages. Considering the time normally required for affecting 
such a major change in the brake equipment, the company feels that the production of friction 
material for Railway brake blocks cannot be achieved to any reasonable level before 1977-78. The 
Company, however, hopes that there will be considerable demand for such brakes for electric multi¬ 
ple units and ore carrying wagons. The estimates start with a 75 tonnes production in the year 
1976-77 rising to 500 tonnes in the year 1979-80. 


The commission addressed a letter to the Railway Board enquiring about the progress in this 
matter. In reply the Railway Board has intimated that the proposals of the company are still in 
the engineering stage and even the design and system has not yet been finally developed by M/s. 
Brake India. It is, therefore, premature fer the Railways to indicate any definite requirements of 
the friction materials which may go into the manufacture of discs brakes. However, in the matter 
of future demands, etc. the Railway Board’s observations are as under :— 
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(1) A preliminary trial was carried out on the Western Railway with composition brake 
block produced indigenously by M/s. Hindustan Ferodo on the EMU stock in 1969. 
The results of the trial appeared to be promising and the Railway Board have decided 
to carry out extended service trials with composition brake blocks on EMU stock. 

(2) In May, 1971, two Railways i.e. Central and South Eastern were asked to conduct trials 
with composition brake blocks on the EMU rake. Subsequently, in view of the large 
scale thefts of cast iron brake blocks on Eastern Section, it was decided in Sept. 71 that 
the trials should be carried out for a period of one year on all the four Railways operating 
Broad Guage EMU stock i.e. Central, Western, Eastern and South-Eastern. Each of 
the four Railways would require approximately 10 tonnes of composition brake blocks 
for trials for one year on one rake. Railways have either already placed orders on M/s. 
Hindustan Ferodo or would soon be doing so to carry out the extended trials. 

(3) The future demand of composition brake blocks for EMU stock would depend upon 
results of these extended field trials. If these trials prove that composition brake blocks 
are technically and economically suitable and also not prone to thefts and acts of vandal¬ 
ism, large scale application on EMU stock can be considered. If all the Broad Guage 
EMU stock in operation in 1973-74 were to be fitted with composition brake blocks, 
the estimated requirements for cne year would be about 550 tonnes and the demand 
would increase gradually thereafter in proportion to the increase in EMU stock hold¬ 
ings. Such a complete change over may, however, take a period of not less than 5 
years. 

(4) So far as the use of composition brake blocks on goods wagons is concerned, extended 
trials with imported blocks have been completed and the report on these trials is under 
finalisation. It is only aftf r the finalisation of this report that a decision to go in for the 
use of composition brake blocks for goods wagons can be taken. The use of conr.position 
brake blocks on high speed passenger trains may also be then considered. 

(5) To sum up, it may be mentioned that the Railways would welcome the development of 
indigenous capacity for manufacture of non-metallic friction materials in view of the 
potentialities of their use in Railway brake system, though it is not possible at present 
to give any accurate estimte requirements. It may also be mentioned that it is desirable 
to develop more than one source in view of the large potential requirements, critical 
nature of this component in Railway operation and to develop competition. 

Comments regarding the Company’s proposals have also been obtained from the Develop¬ 
ment Commissioner, Small St, ale Industries and Government of India, Ministry of Defence. Their 
views in the matter are as under ;— 

1. Ministry of Defence 

This Ministry is having a vehicle factory at Jabbalpur and requires friction lining material 
for the day to day use in this factory. It is not purchasing friction material as such but is procuring 
the end product from two brake suppliers namely M/s. Brake India Limited, Madras and M/s. 
Autornobile Products of India Ltd., Bombay. These suppliers have been using the brake lining 
material supplied by M/s. Hindustan Ferodo, Bombay, and M/s. Bramec Suri, Delhi. The 
samples of M/s. Bramec Suri, Delhi have not yet been approved for use in different vehicles. There¬ 
fore, ultimately it is the Hindustan Ferodo Product that goes in use for defence requirements. 

This ministry has suggested that since the product in question is a fast moving item, it is not 
very proper to depend only on t he source and dependable alternate source would be in the best 
interest of the Automobile Industry. 

7. Development Commissioner, Small Scale Industries 

This officer has indicated to the Commission that he is not aware of any unit manufacturing 
friction material in the small scale sector. However, very recently their office has received a colla¬ 
boration proposal from M/s. N. G. Nair of Trivandrum for manufacture of brake lining and clutch 
facings in the small scale sector and that this proposal has been recommended by them to the foreign 
Investment Board for their consideration. 

Subsequent discussion in this report will show that there are quite a few persons who are 
carrying out production in this line in a small scale. May be they are not specifically covered within 
the definition of small scale sector in the sense in which this term is used by the Development Com¬ 
missioner, Small Scale Industries. 



546 


II. Enquiries from others regarding Future Demand 

Enquiries regarding future demand have also been made from the existing producers as also 
from some outside parties The replies received from them have indicated the following :— 

(a) Mjs. Hindustan Ferodo Ltd., Bombay 

This company presently is the leading producer in the field of brake linings and clutch facings. 
According to the company’s estimate, the requirements of brake linings and clutch facings for the 
entire country are of the orders of 3000 tonnes and 25 lakh Nos. respectively for the year 1971-72. 
This may rise to about 6000 Tonnes and 40 lakh nos. respectively (6533 Tonnes and 4729000 Nos. 
to be more specific) in the year 1978-79. 

{h)Mjs. Bramec Suri {Pvt.) Ltd., Delhi 

According to the company, the total capacity already sanctioned is of the order of 4500 to 
5000 tonnes. With the proviso of 25 % extra being allowed to be manufactured in the automobile 
ancillary field, the capacity already sanctioned is over 6000 tonnes. In the year 1970-71 the total 
production of brake and clutch linings by all the units put together would not be much more than 
2,500 tonnes. Even, in spite of this, there is the condition known as a buyer’s market for friction 
materials existing in India. The dealers and stockists run a cut throat competition and friction 
material is often sold, we understand, grouped with other ancillaries which are in short supply. 

According to the company’s estimate the requiiements at the end of the 4th Five Year Plan 
will not be much more than about 3500 tonnes of friction materials per year and at the end of the 
5th Five Year Plan might be somewhere between 5900 to 5500 tonnes per year. Even on this ground 
it seems wrong to sanction yet another large scale manufacturer in the same field. 

(c) Shri L. N. Raina, Delhi 

According to him the present licensed installed capacity is 5180 tonnes. This can be in¬ 
creased by another 25%. Hence the installed capacity can be brought to 6300 Tonnes. Against 
this, production figures for the year 1970-71 are 2500 Tonnes. The estimated requirements in 1974- 
75 during the 4th Five Year Plan would be 3750 Tonnes and the estimated requirements for the year 
1979-80 (fifth plan) would be to the extent of 5500 Tonnes. These figures have been worked out 
without taking into account the production of small scale manufacturers. Hence if a licence of 
1500 Tonnes is granted to the applicant company, it is likely to result in heavy over capacity. 

(d) Shri A. K. Dhawan, Kanpur 

In reply to the Commission’s letter Mr. Dhawan has stated that as per the statistics available, 
the present licenced capacity of brake linings and clutch facings is 3,190 tonnes and 1,502,000 nos. 
respectively. Their present annual estimated demand (1969-70) is 2,300 Tonnes and 950,000 nos. 
respectively and the future demand by 1973-74 is estimated to be 4,000 tonnes and 1,730,000 nos. 
respectively. It may, therefore, be presumed that their combined total annual demand by 1973- 
74 in terms of weight would be round about 5,000 tonnes or even quite substantially lesser than that. 
Thus, the annual capacity of 1,500 tonnes proposed by TVS would be about one third of the total 
annual demand by 1973-74. Further as per the available figures, the combined total annual pro¬ 
duction of brake lininings and clutch facings (1979-80) in terms of money value is about Rs. 380 
lakhs. This is the total production of about six numbers existing manufacturing units in this line of 
business. The new company proposes to have by itself the annual value production of Rs. 175 lakhs 
which is a little less than half of the total present annual production of all the existing units. 

(e) Rane Brake Linings Ltd., Madras 

According to the Company’s reply, the current production capacity that is available in the 
country for Brake Linings and Clutch Linings is as under 

Brake Linings in Clutch Linings in 
Tonnes Nos. 

Capacity Licensed during 1970 • • • 4,170 2,160,000 

Actual production • • ■ • • 2,186 600,000 

(Approx.) 

Estimated demand during 1973-74 as per the 
information furnished by the Panel on Auto An¬ 
cillary Ind. Development Council for Auto An¬ 
cillary Industries. 


4,000 


1,600,000 
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It has also drawn attention to the fact that the licensed capacity permits flexibility of increased pro¬ 
duction to the extent of 25%. Without in any way commenting directly about the TVS’s proposal 
this company has given the following details about its own expansion. 

“We had applied to the Government for doubling our capacity and Licence No. L/7(5)/71/ 
A.E. Ind. (1) dated 24th April, 1971, has been issued to us to manufacture 480 tonnes of Brake 
Linings and Clutch Facings. Immediate action has been taken by us to implement this licence 
and all the plant and machinery required for the expansion programme have been ordered 
out. We may, in this connection, mention that the entire plant and machinery are to be 
procured indigenously to our engineering design. We have also taken steps to increase our 
production in the meanwhile by introducing a seven day working week as a result of which 
our production during the first 10 months of the current year has reached 298 tonnes and 
the average production level of 33 tonnes per month since June 1971 has been attained. We 
expect the production for 1971 to be about 350 tonnes. By mid 1972, we expect to com¬ 
mission the additional plant and machinery when production will also increase to 480 tonnes 
in 1971-72. By 1972-73 we are confident of attaining the sanctioned capacity of 480 tonnes 
together with permitted addition of 25% i.e., 600 tonnes.” 

(f) Brake Linings Ltd., New Delhi 

This company was incorporated during 1966 and is manufacturing brake linings in colla¬ 
boration with M/s. Brake Linings Ltd., Buxton (U.K.). It is selling its products in India in the 
trade name of ‘DURON’. Information regarding its installed capacity and actual production has 
already been given earlier. 

In reply to the Commission’s letter, this company has stated that it has not been able to 
reach its production capacity because of lack of orders. It is felt that if licence is granted to a com¬ 
ply of TVS group (who are controlling Brake India Ltd.—the suppliers of brake assemblies to ori¬ 
ginal equipment manufacturers and biggest fleet owners of buses and trucks) the existing market 
is likely to be denied to the existing suppliers of brake linings and clutch facings. 

(g) Automobile Products of India Ltd., Bombay 

This company has stated that viewed in general terms, the moulded brake linings and clutch 
facings are fairly easily available. It is the woven linings and facings which are fairly constantly in 
demand and which are usually in short supply. In the light of this the Company is hesitant to give 
an opinion whether a new unit of 1500 tonnes capacity is necessary or not. It feels that in the 
field of automotive applications, the existing units would be able to supply the Company’s needs 
even in respect of woven material if they are given necessary permission and facilities to expand their 
production in these lines. 

Producers from the Small Scale Sectors: 

The Commission was informed that Brake Linings and Clutch Facings are being manufact¬ 
ured in the small scale sector also. To know the position regarding those manufacturers, 8 letters 
were issued. However, replies have been received only from 3 such manufacturers. The main 
points made out by them are:— 

(i) Mjs. Four A. Asbestos Pvt. Ltd., New Delhi 

According to this company, the total production of 5 units engaged in the manufacture of 
brake linings and clutch facings during the year 1969 and 1970 was as under:— 

1969 

Clutch Linings.121 tonnes 

Brake Linings. 1767 „ 

1888 

1970 

Clutch Linings.183 tonnes 

Brake Linings.2186 „ 


2369 


95 
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From these figures the compary has concluded that the increase in demand per year is of the 
order of 400 tonnes per year. Hence considering the production potentiality ot the large sector 
and small sector, there is not likely to be much demand and if the licence for 1500 tonnes is granted 
to the applicant company, then smaller units will not be able to survive. 

(ii) & (iii) Mh. Dawar Laminate and Mjs. Banket Brake Linings, Dehradun 

These are two sister concerns of Dehradun who have submitted their representations for 
Commission’s consideration. M/s. Dawar Laminates claimed that it is engaged in the manufacture 
of friction material which is used in the forms of clutch facings and brake linings in all sizes, shapes 
and construction. It has claimed to be an absolutely independent concern without any foreign 
technical know-how or collaboration. The production figures furnished by this company for the 
years 1968-69 to 17971-72 (upto 2-9-1971) have been found to be near about 20 tonnes per annum, 
its important customer is Oil & Natural Gas Commission, Dehradun. The concern’s present capital 
is Rs. 1-50 lakhs and the present employees are 17, whos? breakup is as under :— 


Office ■ • .. 1 

Skilled • ..5 

Unskilled •••••• 2 

Casual Labour 6 

Working Partners.3 


M/s. Banket Brake Linings is also a small scale concern, which too is engaged in the manu¬ 
facture of brake linings and clutch facings. This concern was started in the year 1970 and while the 
production has started on a small scale, the company is still in the process of setting up its plant. 
Like Dawar Laminates, this unit hes also claimed itself to be absolutely independent and free from 
any collaboration or monetary or technical bondage and involves no royalty payments, etc. It is 
also mainly supplying its products (Industrial clutches) to Oil & Natural Gas Commission. 

The feeling of these two small-scale units is that they will be hit of a big group like the TVS 
is given permission to come into these fields. S/Shri Jagmohan Sharma and T. C. Dawar of these 
concerns participated in the public hearings in the case of the applicant company. The joint con¬ 
tentions of the two representatives before the Commission were ;— 

1. The items covered by the licence sought by the applicant are neigther ‘Machines’, nor 
‘raw materials’, but only components, generally termed as ‘machinery’. 

2. The items are not such as can only be manufactured economically in the Large Scale 
Sector. 

3. The items are well within the scope and capacity of the Small Scale Industries, serving 
as ancillaries of the consuming industrial units. Also there are already existing large 
scale units too which are more than sufficient to cater the domestic needs. 

4. Already the items are being fed into the market by the existing units of both the large 
scale and the small-scale sectors, and there is a fair and healthy competition ensuring 
fair prices to the consumers and regular supply. 

5. Internal sources of raw materials are already fully strained, and in case such big plants 
are added further, the indigenous small-scale manufacturer who cannot afford to 
indulge in imports economically will be starved of Indigenous raw materials. In that 
case competition will be reduced to a few big houses and interests of the consumers too 
will be also hard hit. 

6. By Large-Scale production of such fresh units, the small-scale manufacturer can easily 
be wiped out by a collaboration and conspiracy of the big few even in the sales market 
after depriving him of indigenous raw materials. 

7. Conclusion : Ancillary machinery which can be, and is, economically manufactured in 
the Small-Scale Sector, having potential of numerous producers getting in the field in 
the Small-Scale Sector, and puts no demand of foreign exchange for imports of machi¬ 
nery, raw materials, or know-how—should be refused licence point blank, as it goes 
against the principles and provisions of the Monopolies & Restrictive Trade Practices 
Act, 1969. 
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As veiy big claims were made by these representatives before the Commission, the Commission con¬ 
sidered it appropriate to have an on the spot enquiry about the capacities of these concerns as also 
about the nature of products manufactured by them. The Director of Investigation of the Com¬ 
mission along with the Development Officer of the Diiectorate General of Technical Development 
visited Dehradun for an on the spot enquiry regarding these two concerns. The report given by 
them is enclosed as Annexure ‘B’. From the facts mentioned in the report about capacity, produc¬ 
tion, facilities, etc., it would be noticed that though considerable entrepreneurship has been shown 
by the persons. Owing these concerns, the apprehension in their minds that the proposals of TVS 
will directly affect their sphere of business seems to be uncalled for. Further even their main customer 
i.e. Oil & Natural Gas Commission also wants to have competition so that that organisation may 
not depend mainly on one source. 

Comments of the Users of the Brake Linings and Clutch Facings etc. 

Besides the actual producers of friction materials on large, medium and small scales, the 
Commission also considered it necessary to obtain the views of some of the users of these products. 
The comments from some important users are given below:— 

(a) M/j. Mahindra and Mahindra Ltd. 

This company has not given any comments regarding future demand which according to it 
depends on various factors, namely ‘expansion plans’, etc. Its own requirements etc, however, 
expected to increase from 8-5 tons per annum at present to about 18 tons per annum wrthin the next 
tour to five years. 

The Company has not been purchasing lining as such, its requirement of friction materials, 
has original equipment, are being supplied by M/s. Brakes India Ltd., Madras for braking system and 
M/s. Turner Hoare & Company Ltd., Bombay for clutch assemblies. Adequate supplies of these 
materials are available from the existing manufacturers at reasonable prices, although the quality 
does not strictly conform to original standards. The Company has offered no comments about the 
proposal of T.V.S. 

(b) Mjs. Tata Engg. & Locomotive Co., Ltd. 

According to this company the supply position regarding brake linings and clutch facings 
specially with reference to replacement market is far from satisfactory. The company has to depend 
mainly on one source, namely. M/s. Hindustan Ferodo Ltd. and they have from time to time expres¬ 
sed their inability to meet the Company’s total requirement or to adhere to the quality standards 
laid down by the company. Considering the expansion plan of TELCO and other vehicle manu¬ 
facturers, it seems necessary to increase capacity in respect of brake linings and clutch facings. 

Regarding T.V.S.’s proposal, this company’s view is that there should be a second source 
of supply in addition to the single supplier (Hindustan Ferodo) on which the company has so far 
been entirely depending for acceptable supplies. Hence setting up of additional capacity by M/s. 
T. V. Sundaram Iyengar & Sons Pvt. Ltd. will certainly benefit the automobile industries. On the 
basis of past dealings with this groups of companies TELCO feels that they are a technically com¬ 
petent and quality conscious organisation. 

(c) Mis. Bajaj Auto Ltd. 

In this company’s view, there is scope for further capacity of 1500 tonnes. The quality of 
the materials available from the present manfactureis also needs improvement. The existing 
capacity available in the country is,not sufficient to take care of the present demand. 

(d) Mjs. Hindustan Motors Ltd., W. Bengal, Calcutta 

This company is not purchasing linings, etc. and therefore, has no specific comments regard¬ 
ing prices and supply of these materials. However, it feels that it may be desirable to step up the 
production of automotive friction materials. 

(e) Mjs. Enfield India Ltd., Madras 

According to this company, there is scope for starting a new unit of 1500 tons annual capacity 
as there is heavy demand for these materials at present and will be so in the next four/five years. The 
present manufacturers are not in a position to supply quality materials and, therefore, it is necessary 
to provide more competition to the existing manufacturers. 

36—7 M of LJ & CA/ND/79 
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(f) Mjs. Ashok Leyland Ltd., Madras 

According to this company, having regard to the existing demand for both original equip¬ 
ment and replacement and projected demand in the next four/five years taking into account the 
expansion proposals of vehicle manufacturers and tractor manufacturers, there is scope for one more 
unit of the capacity of 1500 tonnes per annum. 

This company does not purchase linings for original equipment directly from the manufac¬ 
turers and, therefore, is not in a position to give comments regarding prices, etc. Regarrhng quality 
and prices of the products purchased by it, it has no complaints to make. In its opinion, it is 
desirable to allow the proposed scheme of TVS, so that it may offer more competition in price, 
quality and accurate supplies to meet the increased demand. 

(g) Mjs. Escorts Ltd. 

In this company’s view, there is scope for starting a new unit of 1500 tonnes annual capacity 
keeping in view the present and future demand for this material. 

The company has been depending upon M/s. Hindustan Ferodo Ltd. in the absence of any 
reliable alternative source. However, the company feels that the delivery period of M/s. Hindustan 
Ferodo is too long. In its view TVS Iyengar & Sons Pvt. Ltd. should be permitted to go ahead with 
their proposals as there will be more competition to the existing manufacturers in this line of busi¬ 
ness. 

(h) Mjs. Premier Automobiles Ltd., Bombay 

This company is purchasing its requirements of friction materials from Automobile Products 
of India, Brake India Ltd., Amalgamation Repco. According to the company, these parties pro¬ 
cure friction material either from M/s. Hindustan Ferodo or from Rane Brake Liners. The Com¬ 
pany had on occasions complaints from these parties that they do not get adequate quantity of the 
friction material from M/s. Hindustan Ferodo and they have also the difficulty in either negotiating 
the particulars or quality with this parly. Since Premier Automobiles Ltd. are not procuring these 
things directly, they are not in a positiion to give any definite opinion regarding these complaints. 
However, they feel that it would be desirable to have more competition for the friction material. 

Other View-points 

Besides the above classified replies, the Commission aLo received replies from various other 
parties—some in response to the Notification regarding this enquiry published by the Commission 
and some on the basis of letters issued by the Commission. Important points from some of these 
letters are mentioned below;— 

(a) Mr. E. F. Smith of Mjs. Smith Insulation Ltd., 13A, Sadar Street, Calcutta 

(i) There are five major manufeturers in the line proposed by M/s. T.V.S. In Mr. Smith’s 
opinion, it would be better if one or all of these are permitted to increase their installed capacities 
rather than to licence a new comer whose foreign exchange requirements both in terms of plant, equip¬ 
ment and raw materials are going to be so very substantial. 

(ii) The important point relating to brake and clutch lining business in India is that three 
important manufacturers have tied bulk of their production to different tyre manufacturers. This, 
in a market where truck tyre are sold at a premium throughout the country, has resulted in putting 
the later in a position to dump brake and clutch linings together with shock absorbers, etc. of sub¬ 
standard qualities. 

(iii) T.V.S. Group is already well-established in the way of selling, financing the sale of, manu¬ 
facturing various components, re-building parts of, recapping tyres for automoWles, etc. one more 
licence foi them to make ytt another vital important component may not be in the general interest. 

fb) Letter from Shri I. S. Bawa 

He sent a letter in response to the Commission’s Notification. Mi. Bawa’s only objection 
is that the company, which proposed to set up the New undertaking for industrial friction materials 
already belongs to a big troup and has a big hold on automobile manufacturers. Therefore if 
permission is granted, this will only strengthen their hold on automobile manufacturers and the 
monopolistic tendencies. 
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(c) Letter from Shri N. G. Nair 

This is also a letter in response to public Notification. In this letter Shri Nair has intimated 
that he proposes to set up a factory in collaboration with his friend for the manufactuie of auto brake 
linings, etc. and therefore feels that if the proposal of the applicant company is granted, it will hit 
the small-scale manufacturers badly. 

Both these persons were given notice about the public hearings given to the applicant com¬ 
pany by the Commission, but none of them attended the same. 

(d) Motor Sales Company, Kashmere Gate, Delhi-6 

This company is a dealer in ancillaries. In the Co.’s view there is sufficient demand for linings 
and d^and is likely to increase in future also. Therefore there is necessity for a new plant and this 
necessity will increase further as more years roll on. This company is selling clutch facings and brake 
linings manufactured by M/s. Bramec Suri and has found it of acceptable quality. It has suggested 
that TVS Iyengar & Sons Pvt. Ltd. being pioneers in India in every sphere of automobiles should 
be given all encouragement for setting up of the new brake and clutch linings plant. 

(e) Shri Surinder Bangia 

He is selling Bramec Suri products and has found them quite suitable. According to him, 
keeping in view the present demand and anticipated demand in future and the performance of the 
existing units, the coming into being of another factory will not be conductive to the healthy growth 
of this industry. It will be detrimental to the interests of the trade as it will create unhealthy com¬ 
petition between the various manufacturers. 

(f) Commercial Auto Stores, Bombay 

The present demand of brake and clutch linings is being met by the existing factories. The 
demand in the next four/five years will not increase so much as to increase the presen>. capacity. Hence 
there will not be any necessity for setting up of another unit. 

The company is dealing with the products manufactured by Bramed Suri and have found its 
dealings with them quite satisfactory. According to this concern, Bramec have kept up the produc¬ 
tion and quality. There has been no upwards revision of their prices during the past six/seven years 
despite rising of the cost of production. 

(g) Dinesh Motors, Delhi 

At present there is a glut in the market and price war is going on between various dealers. 
Large stocks are lying unsold. 

The company is now dealing with Bramec Suri products and has found Bramec Surri in 
an envious position in the matter of quality and prices and has found them quite- co-operative. In 
this company’s view there is already over-production and a licence to TVS will be greatly against 
the interest cf the industry and trade. 

(h) Kulwant Motors, Delhi 

The demand for brake and clutch linings as it exists at present is being fully met 6y the existing 
manufacturers. It has a tough competition and these conditions are likely to prevail in the next 
four/five years also. 

We shall now sum up our conclusions. The present licensed capacity in 3850 tonnes. This 
is on the basis of 3 shifts for Hindustan Ferodo and Automobile products of India, and single shift 
for Bane Brake linings, Bramec Suri and Brakeilinngs Ltd., Converting them all on to a two-shift 
basis it comes to 4320 tonnes.. This includes the letter of intends for 240 tonnes issued to Rane 
Brake linings and 200 out of the 400tonnes for which letter of intent has been issued to Brake linings 
Ltd. The total capacity assuming that the full quantity applied for by T.V. Sundaram Iyengar & 
Sons is allowed and the letters of intent given to Shri Dhawan of Kanpur and Shri Raina fructify, 
the total quantity would be 6610 tonnes. As far as the estimates of future demand is concerned, 
we are inclined to take the view that the estmatemade by the applicant company, which is based 
on very detailed considerations, is likely to be nearer the truth than the estimate by others. 
They have explained that they have taken into consideration not merely the likely increase in the 
vehicle population in the country but also in their character. 
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The present tendency is for commercial vehicles to increase their carrying capacity. Originally there 
were of 3 tonnes and later from 4| to 7| tonnes. Attempts are now being made to produce vehicles 
carrying 10 tonnes and in due course the capacity may increase still further. The types of brakes 
are also changing from hydraulic brakes to air resistance brakes and to air brakes. The wear-and- 
tear of brake linings in the case of air resistance brakes is higher than the wear-and-tear of hydraulic 
brakes and it is much more so in the case of air brakes. If these considerations are borne in mind, 
the estimate made by the applicant company would seem to be nearer realities than the estimates 
by others. The other estimates do not indicate the basis on which they have been arrived at. They 
seern to be based more or less on the present type of trucks and the present type of vehicles. In 
addition, the impression we get on the basis of discussions with the representative of the Railway 
Board is that it is likely that the electrical multiple units at least would soon change over to moulded 
abrasives for their braking system, in which case the total quantity required wiU oe 550 tonnes. The 
same representative indicated that if the freight car also changed over to moulded abrasives the 
demand will be something which even the whole of the existing and future capacities of the brake 
lining iiidustry will not be able to meet. But this, of course, might take a long time to materialise. 
The Railways seem to have just begun their experiments in this line. 

We also find that by the end of the Fourth Plan period, the commercial vehicles production 
would have reached about 85000 as against 35829 by the end of the year 1970. This figure of 85000 
will be reached at least by the end of the Fifth Plan. The demand for scooters etc. has been 
at 2,10,000 per annum by 1973-74 by the Planning Group on Machinery Industries sU up in i onnec- 
tion with the formulation of the 4th Five Year Plan. The total production of scooters by the 4 
producers in the year 1970 was 62,621. The Natonal Council of Applied Economic Research, New 
Delhi has rec.ently conducted a survey regarding the demand for scooters, and according to this 
study the annual demand for scooters may reach a level of 2,43,000 by 1979-80. Considerable in¬ 
crease in production is also expected of passengers cars, jeeps, 3-wheelers, motor-cycles, tempos, 
mopeds, road-rolling equipment and industrial equipment. There is therefore every reason to be- 
live that the demand for materials of the type proposed to be produced by the applicant company 
is hilely to increase. Hence we feel that in the next few years not only the present capacity would 
be fully utilised but there will be more demand and this demand cannot fully met unless there is 
planning for increase in the production by existing units or new units are licensed. As far as the 
expansion of existing manufacturers is concerned, we feel that there is not much scope now M/r. 
Rane Brake linings have been given pernussion to double their capacity from the present 240 tonnes 
and they hope to reach 600 tonnes m a few years time. But the expansion in their case is not going 
to be so big as to meet the future needs in this field. M/s. Brainec Suri with a capacity of 1500 
tonnes on double shift basis are still struggling with production below 400 tonnes level. If at all they 
aie able to increase their production, they may be able to reach the sanctioneo capacity only 
after a few years. The two new entrepreneurs to whom letters of intent have been 
issued, viz., Shri A. K. Dhawan and Shri L. N. Raina, have noteven made a beginning. Shri 
Raina is still negotiating for collaboration. Shri Dhawan’s proposal is till in the stage 
of infancy. He too is in search of a foreign collaborator proposals regarding finance, 
equipment, plant, factory, have not be yet been finalised. M/s. Brake Linings Ltd. also pro¬ 
pose to expand from 200 to 600 tonnes but expansion in their case will also take time as their prod* 
duction as not even reached the present sanctioned capacity of 200 tonnes per annum. Besides 
the above there may be a few small-scale operators working in this field but their ;otal contribution 
is likely to be negligible. 


We then come to M/s. Hindustan Ferodo. Their licenced capacity is 2160 tonnes on a 3-shift 
basis but they are producing only 2-shift basis. Some years ago the establishment of this company 
was permitted on the condition that it wculd issue net less than 26% of the equity to resident Indians. 
The company has not yet allotted 26% of shares to Indians and the foreign participatio n is said to 
be standing at 80%. Their position in the field of brake linings is dominent and we do not think 
that it should be allowed to continue to be so any longer. The impression that we had gained from 
people whose opinions count and whose experience of is intimate, is that it is necessary to create 
new capacity through a producer with sufircient experience and financial backing, and who will also 
prove to be a real compititor to Hindustan Ferodo. The applicant company by virtue of their long 
and intimate connection in the field of automobiles and their production of automobile components, 
the quality of which has been highly spoken of by everybody without exception, and their excellent 
trade practices, qualify them for this role. We particularly refer to the opinion of M/s. Mahindra 
and Mahindra, M/s. Tata Engineering & Locomotives Co. Ltd., M/s. Bajaj Auto Ltd., M/s. Hindu¬ 
stan Motors Ltd., M/s. Enfield India Ltd., M/s. Ashok Leyland Ltd., M/s. Escorts Limited, M/s. 
Premier Automobiles Limited, who are all producers of various automobiles, not merely as regards 
the need for additional capacity for production of brakelinings but also about that additional need 
being catered to by a new producer of hi gh quality products who can compete on equal terms with 
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Hindustan Ferodo, and particularly the suitability of the applicant company. We have therefore 
no hesitation in recommending that the applicant company be granted a licence for the production 
of the materials they have applied for and the quantity they have applied for. 

The only question, therefore we have to consider is whether there is any need to impose any 
conditions before granting the licence applied for. They had originally proposed that the foreign 
collaborators were to have 45 % in the equity and they themselves were to have 55 % of the equity. 
They later reduced the share of the foreign collaborators and themselves to 40% and 40 % respectively, 
offering 20% of the equity to public. The present proposal is for a one-third share of the equity 
under all the three heads, the 33 1/3% reserved for the applicant company being split into 30% for 
the applicant company and 3 1/3% for T.V.S. Charities. We consider that this proposal is a rea¬ 
sonable one. If it is remembered that Government permitted a 60% foreign equity participation 
in Lucas-TVS and 49% for Brakes India, the present proposal would seem to indicate the change 
in the climate. The Department of Economic Affairs has suggested that the share of the public 
should be raised to 40%, and this seems to be out of a misapprehension about the present position. 
Before the shares of a company could be listed on the Stock Exchange, two alternatives are possible: 
one is that the public should have 40% in the total shares, and the other is it should have 49% of the 
Indian shareholding. This latter criterion is satisfied in this case. That being the present policy, 
there should be no objection to the proposal made by the applicant company. The reasonableness 
of this proposal would also be seen when it is set against the equity structure of Hindustan Ferodo 
in which 80% of the equity is held by its foreign holders. The conditions that the Commission would 
like to impose are the following : 

(i) the company proposes to have term loans from banks for its working capital. When 
approached for financial assistance, the financial institutions can consider incorporating 
the convertibility clause in their loan agreements ; 

(ii) the company should try to adhere to the programme schedule submitted by it before 
the Commission ; 

(iii) it should endeavour to export at least 10% of its total production; 

(iv) royalty payments to foreign collaborator should cease after a period of 10 years: 

(v) the Commission understands that the Indian Standards Institution has recently deve¬ 
loped some standards for brake linings. The applicant company can be advised to get 
in touch with the I.S.I. and try to adhere to the standards prescribed by the said insti¬ 
tution. 


(Sd.) D. SUBRAMANIAN (Sd.) A. ALAGIRISWAMI 

Member Chairman 

I have submitted a separate report. 


(Sd.) H. K. PARANJAPE 
Member 

New Delhi 

Dated-. \5th December, 1971 
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BASIS FOR CALCULATING VEHICLE POPULATION & VEHICLE PRODUCTION 

VEHICLE POPULATION 

Vehicle population figures cover only those makes and models of vehicles which ai« at pre 
sent in the range of production in this country. Production of vehicles commenced in India in 195- 
and the number of vehicles produced till the end of 1968 has been taken. Even though vehicle morta 
lity rate is estimated at varying figures, in our experience, a vehicle’s life can be estimated, under 
normal circumstances of operating, as 15 to 20 years. From the types of vehicles that are still on 
road, it can be noted that even vehicles which are 25 and 30 years old are in operation. As vehicles 
produced in the country are in operation only from 1954 and excepting those involved in major acci¬ 
dents and have become wrecks, the others are still on road. 

However, to provide for mortality, a flat percentage of three has been taken on the vehicleg 
produced till 31-12-68 and thereafter an annual mortality rate of 2% has been taken for determinin4 
the vehicle population yearwise. 


VEHICLE PRODUCTION 

Vehicle production has taken for the Fourth Plan Period as per the estimates made by the 
Working Group for Transport Equipment, appointed by the Government of India. Thereafter, 
an annual rise of 4 % in the production of commercial vehicles, cars & jeeps has been estimated. For 
tractors, considering the fact that more than a capacity of 150,000 tractors per annum has already 
been licensed by the Government, we have provided for approximately 10% rise annually after the 
Fourth Plan period. 

ANTICIPATED VEHICLE PRODUCTION 1971-1980 


Medium, 

Medium 


Year 

Heavy & 
Heavy 
Commercial 
Vehicles 

Light 

Commercial 

Vehicles 

Total 

Commercial 

Vehicles 

Cars 

Jeeps 

Tractors 

1971-72 • 












20,000 

58,000 

1973-74 • 

81,000 

10,000 

91,000 

75,000 

22,000 

68,000 

1974-75 • 

84,250 

10,400 

94,650 

78,000 

22,900 

75,300 

1975-76 • 

87,600 

10,800 

98,400 

81,100 

23,800 

83,200 

1976-77 • 

91,100 

11,250 

102,350 

84,400 

24,750 

91,950 

1977-78 • 

94,750 

11,700 

106,450 

87,750 

25,750 

101.650 

1978-79 • 

98,550 

12,150 

110,700 

91,250 

26,750 

112,550 

1979-80 • 

102,500 

12,650 

115,150 

94,900 

27,850 

129,150 


ANTICIPATED VEHICLE POPULATION 




Medium, 
Medium 
Heavy & 
Heavy 
Commer¬ 
cial 

Vehicles 

Light 

Commer¬ 

cial 

Vehicles 

Total 

Commer¬ 

cial 

Vehicles 

Cars 

Jeeps 

Tractors 



1 

2 

3 

4 

5 

6 

1 . 

Total production till 
31-12-1968 • 

328,306 

36,180 

364,486 

255,678 

90,130 

34,524 

2 . 

Population after obsole¬ 
scence as on 31-12-1968 • 

318,410 

35,100 

353,510 

248,010 

87,430 

33,490 

3. 

Production 1969 

28,161 

4,627 

32,788 

35,183 

9,038 

18,087 

4. 

Total of 2 & 3 

346,571 

39,727 

386,298 

283,193 

96,468 

51,577 






560 


ANTICIPATED VEHICLE POPULATION— 



1 

2 

3 

4 

5 

6 

5. Population after obsoles¬ 
cence as on 31-12-1969 

339,640 

38,932 

378,572 

277,529 

94,539 

50,545 

6 . Production 1970 

37,583 

4,124 

41,707 

35,205 

10,564 

21,057 

7. Total of 5 & 6 

377,223 

43,056 

420,279 

312,734 

105,103 

71,602 

8 . Population after obsole¬ 
scence as on 31-12-1970 • 

369,750 

42,200 

411,950 

306,500 

103,000 

70,200 

9. (a) Production Jan-March 
1971 

12,540 

2,928 

15,468 

10,292 

2,928 

4,427 

(b) Production 1971-72 • 

60,000 

8,000 

68,000 

52,500 

18,000 

49,000 

10. Total of 8 & 9 

442,290 

53,128 

495,418 

369,292 

123,928 

123,627 

Say .... 

442,300 

53,150 

495,450 

369,300 

123,950 

123,650 

11. Population after obsolesc¬ 
ence as on 31-3-1972 

433,450 

52,100 

485,550 

361,900 

121,500 

121,200 

12. Production 72-73 • 

70,000 

9,000 

79,000 

67,500 

20,000 

58,000 

13. Total of 11 & 12 • 

503,450 

61,000 

564,550 

429,400 

141,500 

179,200 

14. Population after obsolesc¬ 
ence as on 31-3-1973 

493,400 

59,900 

553,300 

420,800 

138,650 

175,600 

15. Production 73-74 

81,000 

10,000 

91,000 

75,000 

22,000 

68,000 

16. Total of 14 & 15 • 

574,400 

69,900 

644,300 

495,800 

160,650 

243,600 

17. Population after obsolesc¬ 
ence as on 31-3-1974 

562,900 

68,500 

631,400 

485,900 

157,450 

238,700 

18. Production 74-75 • ^ 

84,250 

10,400 

94,650 

78,000 

22,900 

75,300 

19. Total of 17 & 18 • 

647,150 

78,900 

726,050 

563,900 

180,350 

314,000 

20. Population after obsoles¬ 
cence as on 31-3-75 

634,200 

77,300 

711,500 

552,600 

176,750 

307,700 

21. Production 75-76 

87,600 

10,800 

98,400 

81,100 

23,800 

83,200 

22. Total of 20 & 21 

721,800 

88,100 

809,900 

633,700 

200,550 

390,900 

23 Population after obsolesc¬ 
ence as on 31-3-1976 

707,350 

86,350 

793,700 

621,000 

196,550 

383,100 

24. Production 1976-77 

91,100 

11,250 

102,350 

84,400 

24,750 

91,950 

25. Total of 23 & 24 • 

798,450 

97,600 

896,050 

705,400 

221,300 

475,050 

26. Population after obsole¬ 
scence as on 31-3-1977 

782,500 

95,650 

878,150 

691,300 

216,850 

465,550 

27. Production 1977-78 • 

94,750 

11,700 

106,450 

87,750 

25,750 

101,650 

28.’ Total of 26 & 27 ■ 

877,250 

107,350 

984,600 

779,050 

242,600 

567,200 

29. Population after obsolesc¬ 
ence as on 31-3-1978 

859,700 

105,200 

964,900 

763,450 

237,750 

555,850 

30. Production 1978-79 • 

98,550 

12,150 

110,700 

91,250 

26,750 

112,550 

31. Totaljof29 &30 • 

958,250 

117,350 

1,075,600 

854,700 

264,500 

668,400 

32. Population after obsole¬ 
scence as on 31-3-1979 • 

939,100 

115,000 

1,054,100 

837,600 

252,200 

655,050 

33. Production 1979-80 • 

102,500 

12,650 

115,150 

94,900 

27,850 

129,150 

34. Total of 32 & 33 • 

1,041,600 

127,650 

1,169,250 

932,500 

287,050 

784,200 

35. Population after obsole¬ 
scence as on 31-3-1980 

1,020,750 

125,100 

1,145,850 

913,850 

281,300 

768,500 
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BASIS FOR CALCULATING MARKET FOR BRAKE LININGS & CLUTCH FACINGS 
BRAKE LININGS 

Based on our experience in our Transport company, viz., Messrs Southern Roadways Private 
Limited, and the annual sales of brake linings through our Distribution set-up, the following estimate 
has been made as the life of brake linings for the various types of vehicles. 

Commercial Vehicles • • • • • 1 set per year 

Light Commercial Vehicles • • • • 1 set in 2 years 

Cars.1 set in 3 years 

Jeeps.1 set in 2 years 

Tractors.1 set in 2 years. 

CLUTCH FACINGS 

Based on our experience in our Transport company, viz., Messrs Southern Roadways Private 
Limited, and the annual sales of clutch facings through our Distribution set-up, the following esti¬ 
mate has been made as the life of clutch facings for the various types of vehicles. 

Commercial Vehicles • • • • • 1 set per year 

Light Commercial Vehicles • • • • 1 set in 2 years 

Cars .1 set in 2 years 

J®eps.1 set in 2 years 

Tractors.1 set in 3 years. 

ESTIMATED PROFITABILITY STATEMENT OF THE PROPOSED PROJECT FOR THE 
MANUFACTURE OF BRAKE LININGS, ETC. 


Sales Tonnage 

750 Tons 

1500 Tons 

1 

2 

3 


Rs. 

Rs. 

TURNOVER . 

87,50,000 

1,75,00,000 

DIRECT MATERIALS 



(33 % of Sales). 

32,18,100 

64,35,000 

DIRECT LABOUR. 

4,47,000 

5,81,000 

FACTORY OVERHEADS 



Power (1000 KFA). 

2,50,000 

4,00,000 

Consumable Stores & Tools (4 %) • • 

3,50,000 

7,00,000 

Maintenance of Plant & Equipment (2—3%) 

1,50,000 

2 ,00,000 

Insurance Rates & Taxes, etc. (0-05% of Cost) • 

50,000 

75,000 

Indirect Wages and Floor Supervision 

1,96,000 

2,93,000 

Deprivation & Shift Allowance 

12,97,000 

18,22,000 
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1 

2 

3 

SELLING & ADMINISTRATION EXPENSES : 

Rs. 

Rs. 

Advertisement Commission, Product Development 
etc. (2 % of Sales) • . 

1,75,000 

3,50,000 

Packing & Forwarding (2% of Sales) 

2,19,000 

4,38,000 

Royalty and Technical Aid Fees (5 % of Sales) • 

4,37,000 

8,75,000 

Salaries—OfTice Staff. 

90,000 

90,000 

Supervisory Staff. 

4,18,000 

4,18,000 

Miscellaneous Office Expenses (1 % of Sales) 

88,000 

1,75,000 

Interest on Bank Borrowings ; 



At 12% on Rs. 40,00,000 .... 

4,80,000 

4,80,000 

Cash Credit— 



At 12% on Rs. 20,00,000 ■) 

At 12% on Rs. 25,00,000 V • 

At 12% on Rs. 30,00,000 J 

2,40,000 

3,60,000 

Total Cost 

81,05,000 

1,36,92,000 

MARGIN BEFORE TAXES 

6,45,000 

38,08,000 
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Annexure B 


Report of Director of Investigation & Development OflBcer, D.G.T.D. regarding M/s. 
Dawar Laminates & Banket Brake Linings of Dehradun (U.P.) 
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Mfs. Dawar Laminates and 
Banket Brake Linings — Enquiries Regarding 

As desired by the Commission, myself and Shri P. S. Rao, Development Officer, D.G.T.D., 
visited Dehra Dun on 6th December, 1971, for carrying out certain spot enquiries regarding M/s. 
Dawar Laminates and Banket Brake Linings, Dehra Dun. As desired we also obtained the 
reply of the ONGC to the Commission’s letter dated 30th November, 1971 and discussed with the 
Joint Director of Stores and Purchases, O.N.G.C., Dehra Dun the que.stion of quality goods which 
are being supplied by these two firms to them. 

M/s. Dawar Laminates, Dehra Dun is a firm constituted by M/s. T. C. Dawar, I.P Dawar 
and O. P. Dawar. This firm has been in existence since 1963 and has been manufacturing friction 
material since 1965. The other firm of M/s. Banket Brake Linings came into existence in October 
1969 and is constituted by M/s. T. C. Dawar, Jagannath Sharma & Khairati Lai Juneja. The 
factory of M/s. Dawar Laminates is situated in the back yard of the bungalow of Shri T. C. Dawar. 
The new factory buildings of M/s. Banket Brake Linings are nearing completion but the electric 
power connection has yet to be installed. Some of the machineries of M/s. Banket Brake Linings 
are at present installed in the premises of the M/s. Dawar Laminates. 

During our inspection of the factory of M/s. Dawar Laminates we met Shri T. C. Dawar and 
Shri 1. P. Dawar, Shri Jagannath Sharma, partner of M/s. Banket Brake Linings also met us there. 
The machineries installed, the store rooms and the various products manufactured were inspected 
by us. We also inspected the ledgers and the correspondence files of the M/s. Dawar Laminates 
relating to the purchases of raw materials as well as their sales to O.N.G.C. Later on we visited the 
premises of M/s. Banket Brake Linings and saw some of the machineries which arc yet to be installed 
there. The correspondence files relating to the sales made by this firm to O.N.G.C. were also inspected. 
The financial a/cs of this firm could not be inspected as their Accountant was out of town. 

As a result of the above inspection our comments on the various aspects as desired by the 
Commission are given below : 

I. Nature of the products manufactured by these two concerns 

These two figures are manufacturing Clutch Facings for the replacement trade, for vehicles 
such as Fiat, Bed-Ford, Dodge, Ambassador, Hindustan tractor. Jeeps Dumpers etc. These firms 
are mainly manufacturing the following items for supply to O.N.G.C.:— 

(i) Air Tube Clutch Assembly Drilling Rigs of different sizes (300x100, 500x125, 

700 x 200) 

(ii) Brake blocks 

(iii) Clutch plate linings (Brake friction plate linings) 

(iv) Friction clutch shoes for Maz Cranes. 

(v) Lining Brake Bond Block. 

(vi) Brake Shoe Assembly. 

XL Sales 


Mjs. Dawar Laminates 


Financial Year 

1967-68 

Rs. 

89,437 

Financial Year 

1968-69 

Rs. 

1,58,147 

Financial Year 

1969-70 

Rs. 

1,84,498 

Mjs. Banket Brake Linings 

Calendar Year 1970 

Rs. 

53,715 


The above figures of sales include sales made to O.N.G.C. also. The details of the various 
orders obtained from O.N.G.C. and so far executed are, however, given in Annexure ‘A’ at page 
15-16/infra. 

III. Source of Raw Materials 

As mentioned earlier we could scrutinise the financial accounts only of M/s. Dawar Laminates 
as the Accountant of M/s Banket Brake Linings was out of Dehra Dun. The scrutiny of the accounts 
as well as the purchase vouchers for raw materials in the case of M/s. Dawar Laminates has revealed 
the following position :— 
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‘G’ Grade 
‘C & Sp. 
‘C’ Grade 
Imp. Grade 
‘C’ Grade 
‘C’ Grade 


Asbestos 

1. Andhra Pradesh Manufacturing Corp. Ltd. 

2. Tiffans Barytes Asbestos & Paints Ltd. 

2. Cuddapah 

'3. Thakkar’s Trading Co., Bombay. 

4. Chandrup Mining Co., Udaipur. 

5. Oswal Minerals Deograh, Udaipur. 


Asbestos Textiles 

1. Hard Castle-Ward & Co. (P) Ltd., Bombay. 

2. Manilal & Bros., Delhi (Ferrodo’s distributor). 


Cashewnut Shell Liquid 

Swasti Cashew Industries (P) Ltd., Mangalore. 


Atul Drug House Ltd. 


Formaldehyde 


Phenol 

Mettur Beardsell Ltd., Delhi. 

Phenolic Moulding Powder Resins 

1. Industrial Plastics Corp. (P) Ltd., Bombay-Delhi. 

2. Synthad Chemicals (P) Ltd., Vallabh Vidyanagar, Gujarat. 

3. Bakelite Hylam Ltd., Hyderabad. 

Front the above details it would be observed that so far as asbestos is concerned the material 
which is being purchased from M/s. Thakkar’s Trading Co. is perhaps of imported origin. Simi¬ 
larly in the case of asbestos textiles the purchases from M/s. Hard-Castle Ward Co. Pvt. Ltd. are 
likely to be of imported origin. 

IV. Plant and Machinery installed 

The details of Plant and Machinery installed are given at Annexure ‘B’. 

All the machinery installed and/or lying to be installed have been either purchased from 
indigenous manufacturers and/or have been got fabricated by purchasing various parts/compo¬ 
nents. 


The book value of the machinery as per the machinery account of M/s. Dawar Laminates 
as on 31-3-71 was Rs. 24,691. 

V. General 

(a) As mentioned earlier we met the Joint Director of Stores and Purchases of O.N.G.C- 
and have been able to obtain his reply to the Commission’s letter dated the 30th November, 1971. 
A copy of the reply is placed below. The Commission had enquired from O.N.G.C., their opinion 
about the quality of products manufactured by these concerns. The O.N.G.C. has in its reply stated 
that the samples and supplies received from these firms were after visual inspection put to field test 
and the performance was found to be satisfactory. It has been further stated that so far the materials 
supplied by the firm has not been rejected. On a scrutiny of the inspection notes, we have also veri¬ 
fied the fact that no material manufactured by these firms and tendered to O.N.G.C. has so fat been 
rejected. 

(b) M/s. Dawar Laminates are at present employing 8 persons including one Accountant. 

Please also see note attached. 

(Sd.) P. SANJEEVA RAO 
5-12-71 


P. S. RAO, 
Development Officer, 
D.G.T.D. 


(Sd.) R. D. SAXENA 
Director {Investigation) 
8-12-71 
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The activities of both the firms M/s. Dawar Laminates & M/s. Banket Brake Linings relate to 
the manufacture of Ah Tube Clutch Assembly for drilling Rigs, Brake Blocks, Friction Clutch Shoes, 
etc. for ONGC (for industrial applications) and also manufacture of clutch facings for replacement 
trade for cars, jeeps, trucks, tractors, etc. (for automotive applications.) They are not maintain¬ 
ing any production figures. As such, it is difficult to say exactly how much of the production caters 
for industrial application and how much for automotive application, but on the overall it can be 
said that their main supplies are at present to ONGC for industrial applications. They have not 
supplied so far any clutchfacings to any of the vehicle manufacturers for original fitment. They 
have also not manufactured brake linings for automobiles. In this connection it may be mentioned 
that most of the production of brake linings and clutch facings of the existing manufacturers borne 
on the DGTD list cater for automotive applications. 

The party do not have equipment for testinjg the products manufactured by them and has to 
rely wholly on the users for ascertaining the quality of their products. As the clutch facings manu¬ 
factured by them are sold in the replacement market but not for original equipment on vehicles 
manufactured in the country, it is difficult to comment on the quality of the clutch facings manu¬ 
factured by them. 


(Sd.) P. SANJEEVA RAO 
Development Officer (Auto) 
9-12-71 


Annexure a 


Mjs. Dawar Laminates 


SI. 

Details of contract 

Material 

Quantity 

Value 

Details of supplies 

No. 




made 





Rs. 


1 . 

Rate contract for spares 

Brake Block 

452 pieces 

43,844 

Not available. 


Dehra Dun; dt. 30-10-69. 

for hand brake 


2 . 

Cambay’s order : dt. 

Clutch Plate Lining 

50 

2,750 

50 No rejection. 


18-7-70. 

(Brake fraction plate 
lining) 




3. 

Cambay’s order ; dt. 

30-12-70. 

Do. 

50 

2,750 

50 No rejection. 

4. 

Cambay’s order; dt. 

30-12-70. 

Do. 

100 

5,500 

100 No rejection. 

5. 

Baroda; dated 25-8-71 

Friction Clutch Shoes 

24 

2,400 

Ready for supply. 



(PCU cone) for Maz 
Crane. 




6 . 

Dehra Dun : dt. 8-6-71 

Brake Shoe Assembly 

500 

25,000 

44 Sample supplied 



for Bond Brake (mo¬ 
ulded grade) 



Ball to be carried 
out when sample 
approved. 

7. 

Dehra Dun: dt, 27-10-71 

Brake Block for main 

130 

13,000 

Product under manf. 


(Bulk Order) 

Drum Brake. 



(130 days time limit) 

8 . 

Dehra Dun : dt. 12-11-71 

Lining Brake Bond 

162 

18,630 

Product under manf. 



Block 



(130 days time limit) 

9. 

Dehra Dun : dt. 31-5-71 

Friction Block As¬ 
sembly for Air Tube 
Clutch Assembly. 






Size: 






300x100 : 

382 

30,190 

Entire Supply. 



500x125 : 

352 


No rejection 



700 x 200 : 

288 
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Annexure a — contd. 


Mjs. Banket Brake Linings 


SI. Details of contract 

No. 

Material 

Quantity 

Value 

Details of supplies 
made 

1. DSP/IS/42/69/BBL dated 
26/31-3-70. 

Air Tube Clutch As¬ 
sembly (500x125) 

1 P.C. 

Rs. 

25,000 

No rejection. 

2. DSP/IS/42/69/BBL dated 
20-6-70 

Air Tube Clutch As¬ 
sembly (500x125) 

30 

53,875 

No rejection. 

3. DSP/LS/42/69/BBL Mehsa- 
na dated 3-11-70. 

Air Tube Clutch As¬ 
sembly 

4 

7,000 

No rejection. 

4. DSP/IS/42;69/BBL dated 
23-1-71 

Air Tube Clutch As¬ 
sembly 300 X 100 mm 

2 

2,000 

Awaited. 

5. DSP/IS/4(3)/2/71/BBL/45 
dated 3-6-71. 

Air Tube Clutch As¬ 
sembly 700x200 mm 

2 

8,000 

Negotiations re¬ 
garding warranty 
period going on. 

6 , DSP/4(3)/l/71/BBL/35 
dated 29-6-71 

Air Tube Clutch As¬ 
sembly 500 x 125 mm 

310 

3,87,500*60 (Phased program¬ 
me upto 31-5-72) 
No rejection. 

7. DSP/IS/117/71/BBL/123 
dated 19-11-71 

Air Tube Clutch As¬ 
sembly 1070 x 200 mm 

51 

2,83,050 

Correspondence 
regarding old sam¬ 
ple going on. 


Note; Tender for 400 pieces of Brake Blocks quoted at Rs. 55 per piece being negotiated regarding the price. 
O.N.O.C. is asking reduction of Rs. 5, DSP/TS/4(6)/l/7l dated 30-11-71. 


Annexure B 

3 Hydraulic Presses 

2 Boilers 4 3/8 gallons capacity—one in use and the other not in use. 

1 Reaction Kettle 

1 Mixer (Wet Type) 

1 Sieve 

1 Procuring Kettle 

1 Mixture (Dry Type) 

3 Grinders—two in use and one not in use. 

2 Drilling Machines capacity 

1 Centre Lathe 4^" 

I Circular Saw 

1 Thread Wire Reiitforcing Machine 

1 Electric Drying Oven 

The above machinery belonged to M/s. Dawar Laminates. The following machinery of M/s. 
Banket Brake Linings are at present installed in the premises of M/s. Dawar Laminates : 

1 Compressor 

1 Screw Press with two moulds 

1 Baking Oven 

1 Rubber Mixing Mill at present installed in the Saw Mill the premises of which belong 
to Shri T. C. Dawar. 
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The following machinery are undei assembly/iastallation in the new premises nearing com¬ 
pletion of M/s. Banket Brake Linings : 

1 Solution making machine 

1 Hydraulic Press 

1 Grinder 

1 Reaction Kettle 

1 Boiler 


OIL & NATURAL GAS COMMISSION 
(DIRECTORATE OF STORES & PURCHASE) 


Tel Bhavan, 

Dehra Dm. 

No. DSP/C&P/7(7)/67 

December 6, 1971 
To 

Shri T. N. Pandey, 

Deputy Secretary, 

Monopolies & Restrictive Trade 

Practices Commission, 

New Delhi. 

Subject : Enquiry under Section 22{3)(b) of the M.R.T.P. Act, 1969— Mjs. T. V. Sundaram Iyengar & 
Sons Pvt. Limited, Madurai. 

Dear Sir, 

Kindly refer to your letter No. l(14)-Eng./71 dated 30th November, 1971. The required 
information is furnished below:— 

(i) The Commission has been dealing with M/s. Banket Brake Linings and M/s. Dawar 
Laminates, Dehra Dun, since August, 1969. 

(ii) We have been buying Friction Linings, Friction Material and Air Tube Clutch Assem¬ 
blies from the above mentioned concerns. 

(iii) The total value of the orders placed so far on M/s. Dawar Laminates and M/s. Banket 
Brake Linings, is Rs. 89,640 and Rs. 7,43,925 respectively. 

(iv) The samples and/or supplies received from these firms were, after visual inspection, put 
to field tests and the performance was found to be satisfactory, before orders for bulk 
supplies were placed. So far, the material supplied by the firm has not been rejected. 

(v) This is an indigenous source, which has successfully developed certain type of Friction 
Material and Clutch Assemblies under our Import Substitution Programme. As a pur¬ 
chaser, we would like to have and encourage competition, so that we do not have to 
depend on one source, and can make more economical purchases. 


Yours faithfully, 

(Sd.) 

J. PARDAMAN SINGH 
Sr. Director of Stores & Purchase 
for Director of Stores & Purchase 







MONOPOLIES AND RESTRICTIVE TRADE PRACTICES COMMISSION 

No. 1 (14) Eng/71. 

Under Section 22(3) (b) of the M.R.T.P. Act, 1969 

Report of 

Dr. H. K. PARANJAPE 

Member 

December 1971. 
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I am submitting a separate Report in this case because, even though I agree with my colleagues 
that the proposal of M/s. T.V.S. Iyengar & Sons Private Limited may be approved, our approaches 
to the question are divergent and the conditions on which the approval is recommended are also 
different. It is, therefore, necessary that I should explain clearly what my view is regarding the 
proper approach to the proposals before I suggest what should be done about it. 


Is Additional Capacity Necessary 1 

2. It is indicated, on the basis of data provided in the Majority Report, that the present li¬ 
censed capacity on a two shift basis is 4,320 tonnes. The actual production has not iteen even to 
the extent of 50% of this capacity. Hindustan Ferodo is producing up to its full capacity on a two 
shift basis or somewhere around 2/3rd of its capacity on a three shift basis. The implication is t^t 
the others, all of whom are smaller producers, are confined to much less than 50% of their installed 
capacity. It is also well-known in the market that as a result of the glut in the production of Brake- 
Linings and Clutch Facings, various undesirable practices have developed. While it has not been 
possible for the Commission to obtain firm data regarding this, available information suggests that 
there is some kind of tie-up between three producers of Biake-Linings and t^ee automobile tyre 
manufacturers for marketing purposes. As a result of the shortage of truck tyres, their sales can 
be accompanied by the obligatory purchase by the customers of smaller items like Brake-Linings. 
Sale of substantial proportions of the output of brake linings at heavy discount is reported to be 
taking place on this basis. This is one of the reasons why the smaller producers, and even Hindustan 
Ferodo, are nervous about the entry of a new producer in the field, specially one belonging to a large 
business group. 

3. The demand estimates for Brake Linings and Clutch Facings made by the D.G.T.D., 
Hindustan Ferodo and the applicant Company are given in Table I. The estimate of the D.G.T.d! 
is based on the work done by the Panel on Auto Ancillary Industries of the Development Council 
for Automobiles. It should be pointed out that this target is based upon the vehicle production 
target for the Fourth Five Year Plan. As is well known, there is no prospect of the vehicle production 
target for the Fourth Plan being achieved whether is respect of commercial vehicles. Cars and Jeeps, 
or two and three wheelers. It is, therefore, unlikely that the demand for Brake-Linings and Clutch 
Facings at the end of the Fourth Five Year Plan will even reach the estimate indicated by the D.G. 
T.D. It is true that the D.G.T.D. has specifically pointed out that the estimate does not take into 
account the possible increase in demand due to a public sector car project or a public sector scooter 
project. At the same time, the capacity for car production assumed by the above Panel was 75,000 
in 1973-74, and 210,000 for two and three wheelers. This, especially in respect of cars, is unlikely 
to be reached by 1973-74. Whatever the rate of progress in the automobile industry achieved in 
the period from 1972 onwards, it is therefore not very likely that the vehicle population by the end 
of the decade would be anywhere near that assumed by the applicant Company. (See Table II 
about different estimates of vehicle population). Its estimate of the demand for Brake-Linings etc. 
on that basis is therefore likely to be far too optimistic. 

4. A special point put forward by the applicant Company for estimating future demand has 
been what in its view would be the appropriate standards to be adopted for the change of Brake- 
Linings and Clutch Facings in different types of vehicles. The applicant Company has pointed out 
that this estimate is backed by their Group’s experience of over six decades in operating a large trans¬ 
port fleet and in running service stations. A comparison of the applicant Company’s estimate of 
the per vehicle requirements of Brake-Linings and Clutch Facings with that of the Panel on Auto 
Ancillary Industries indicates that, even in this respect the applicant Company is expecting a more 
frequent change than what the Panel considered necessary (See Table III). Moreover, whatever 
our ideas about the appropriate period after which Brake-Linipgs should be changed, the Motor 
Vehicle Legislation in India has not been insisting on any such practices-and there is no indication 
that any such practices are likely to be introduced in the near future. Basing demand estimates on 
these standards of maintenance and replacement is therefore likely to be misleading. 

5. The basis on which a demand estimate has been prepared by Hindustan Ferodo Ltd. is 
indicated in the Appendix. The demand estimate of the applicant Company has already been indi¬ 
cated in detail in the Appendix A to the Majority Report. It appears that the estimate prepared by 
Hindustan Ferodo is less unrealistic than that prepared by TVS. Even taking note of the fact that 
Hindustan Ferodo is likely to err on the side of estimating a smaller demand for the present purpose 
and TVS is likely to err on the other side, it is unrealistic to expect the demand for Brake-Linings to 
increase by as much as 125% by 1978-79 as compared to 1973-74. Taking note of the fact that the 
present output of Brake-Linings is around 2400 tonnes, on the basis of the TVS estimate, the demand 
for these is supposed to increase by about 300% in the course of seven or eight years I On a very 
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optimistic estimate, the demand is unlikely to exceed 7,000 to 8,000 tonnes; and this after taking 
note of all the factors such as the introduction of heavier vehicles and the possible improvement in 
the maintenance and replacement practices regarding motor vehicles. 

6 . It has already been indicated in the Main Report that two existing producers have already 
been permitted to expand their capacity and, in addition, two intending producers have been given 
letters of Intent. These four together have been sanctioned a capacity of about 1200 tonnes. Out 
of these new proposals the exapnsion of Rane Brake-Linings and Brake-Linings Ltd. will certainly 
materialise. As the Main Report has pointed out, to what extent the other two persons will succeed 
in establishing their proposed projects is difficult to say at this stage as they are still carrying out 
preliminary investigation. But as these persons have pointed out, (Main Report pp. 16-23), the 
very possibility that a new producer will come in the industry on a large scale and that he would be 
in a far stronger position financially or otherwise would itself make their prospects of succeeding in 
establishing the units very much more dim. It is obviously far easier, for example, for a Large House 
like the TVS Group to start negotiating with prospective foreign collaborators even though their 
project is in a very preliminary stage. If a Large Group unit is to be favoured on that account, we 
may as well forget about encouraging new enterprises or discouraging further concentration of eco¬ 
nomic power. 

Nature of the Industry 

7. This is an industry where the initial capital required for a new production unit can be small 
and therefore it is possible foi an entrepreneur with modest means to enter the industry. Even the 
largest and oldest producer in tne industry, namely Hindustan Ferodo, has only capital employed of 
about Rs. 5 crores- and of this, fixed assets constitute less than Rs. 3 crores. Another by now well 
established producer, Rane Brake-Linings, has fixed assets of less than Rs. 40 lakhs. These facts 
indicate that this is one of these industries which, according to tlie new industrial licensing policy 
announced in February, 1970, should be mainly reserved for development by entrepreneurs not 
l5elonging to Larger Industrial Houses. Even the present proposal requires an initial capital invest¬ 
ment of about Rs. 1.20 crores. This is only a little above the limit of Rs. one crorc for which invest¬ 
ment no licence under the Industries Development and Regulation Act is now required. This is 
therefore eminently an area for the smalt and middle sized entrepreneurs. The present proposal 
has come within the purview of the MRTP Act because it is sponsored by an applicant belonging to 
one of the Larger Houses, viz., the TVS group. Normally therefore the approach should be that 
such an application cannot be entertained. 

8 . An important argument in favour of entrepreneurs from the Larger Houses being permitted 
to develop certain industries is that the scale on which an efficient and economical unit can be organi¬ 
sed cannot but be so large that no small cr middle sized entrepreneur can initiate a unit in the industry. 
The organic friction materials industry does not however belong to this type. As the data given in 
the Majority Report clearly indicdte, there ar e a number of small and medium sized units which have 
developed in this industry and they do net seem to be doing badly in terms of costs or competitive 
ability. An examination of the plant and machinery used in the industry also suggests that there 
is little scope for mass production methods where large sizes of output would be necessary. One 
finds a multiplication of similar eqi'ipment in the larger units. The main advantage of a larger emit 
in such an industry would be in terms of R & D. This of course is very important and that is one 
of the reasons why one may think of a new large unit specially for establishing capacity for new types 
of friction materials whose production has not yet been established in the country on any significant 
scale. 


9. There are also certain other countervailing considerations. A primary consideration in 
this specific commodity is that, even though the investment required for setting up a unit in the 
industry is not large, it is a sophisticated item of production. It is also a vital item from the point 
of view of vehicle safety. That is one of the reasons why a quality conscious producer like TELCO 
is insistant on not accepting brake-linings except of the particular type and quality that it considers 
appropriate. Up to now it has found that no producer other than Hindustan Ferodo has been able 
to provide supplies of the required quality in a consistent manner. Though other producers have 
been in the field and there is considerable market acceptance of their products, there seems to be a 
feeling among the producers of automobile vehicles (See Majority Report pp. 23-26) that the position 
is not quite satisfacloiy from the point of view of quality production. At the same time, we should 
keep note of the possibility that the vehicle manufacturers would like the present situation of a buyers’ 
market to continue; such a situation is to their advantage. Their advice that a new unit in the in¬ 
dustry should be welcome has got to be seen in this light. 
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Existing Producers Vs. the Proposed Producers 

10. The only producer whose quality seems to be accepted without demur is Hindustan 
Ferodo. It is the dominant producer in the industry and also the oldest. It is however a foreign 
sebsidiary. In spite of its large size and longer age, it has not done enough by way of developing 
R & D, presumably because it is content to depend upon its foreign parent company for basic technical 
work. It has apparently been reluctant to bring about a change in its capital structure in favour 
of Indian participation in a larger proportion. At the same time, it has been enjoying a very high 
profit margin as is apparent from Table IV. It has also built up very large reserves in spite of paying 
handsome dividends. (Table V). These facts indicate that it has exploited its semi-monopoly 
position. It has also acted as a price leader in the industry because cf its position, the result being 
that other producers have also not done too badly even though they have to pay large discounts in 
addition to charging list prices somewhat lower than those of Hindustan Ferodo. It is therefore 
necessary to ensure that some effective competition so as to break the semi-monopoly and leadership 
position of Hindustan Ferodo in the market for friction maierial is created. 

11. It is important to note that some of the smaller producers are showing a good promise 
of coming up. Among those that should be specially mentioned are Rane Brake-Linings and Bramec- 
Suri. Beth these concerns, starting in a small way, have built themselves up quite well. The former 
appears to have already built up a good market reputation. The latter has developed without any 
foreign capital participation and has obtained acceptance from a number of large fleet owners for 
replacement purposes. It has however not yet obtained acceptance for original equipment purposes, 
especially from a quality conscious producer like TELCO. An important point in favour of these 
concerns is that they have built themselves up indigenously to a significant extent. Bramec-Suri 
required only small quantities of imported equipments during its last expansion. Rane also proposes 
to meet its expansion requirements without any significant quantity of imported equipment. It is 
obvious that such producers who genuinely develop on a sound footing with Indian plant and machi¬ 
nery need to be encouraged. 

12. It should also be noted that the sizes of the units already in production except Hindustan 
Ferodo are still small and there is therefore much scope for their economical expansion. 

Those of them who have shown the capacity to stand on their own feet and develop without 
further foreign collaboration or large quantitites of imported equipment need specially to be en¬ 
couraged through maintaining the possibility of further growth. This may be practically denied 
to them if, much in anticipation of any real increase in demand, a new unit with not only a large capa¬ 
city but also sponsored by a Large House with considerable financial backing and therefore capacity 
to withstand initial losses is permitted to enter ihe industry. It cannot be overlooked that the capacity 
asked for by the applicant Company is equivalent to the capacity of the largest producer in the industry, 
namely Hindustan Ferodo, and this from its very inception. This cannot but have a considerably 
adverse effect on the future prospects for the smaller producers who also happen to be medium sized 
entrepreneurs. 

Railway Use—Major Potential Demand 

13. At the same time, it cannot be ignored that neither these nor any of tne other existing 
producers have been really able upto now to challenge the dominance and leadership of Hindustan 
Ferodo. A fuither complicating factor is that it seems likely that the demand for friction materials 
from the railways may become quite impoitant in the coming years. As has been explained in the 
Main Report, it appears that friction materials for the E.M.U. units of the railways might be required 
in the course of the next few years and th's demand would gradually increase. There is also a good 
chance of such friction material coming to be accepted on other parts of the railway system. If the 
experiments that the railways are conducting succe^—and there is no reason for them not to succeed 
looking at the experience elsewhere in the world—the demand for such friction material might 
increase quite rapidly. It would also be economical and effie'ent for the railways as well as the 
country to make such replacement of iron brakes by organic friction brakes. At present the only 
producer who appeals to be in a position to satisfy the railway requirements is Hindustan Ferodo. 

It is true that the others have not yet given much attention to this matter and that once the demand 
becomes firm they may also try their hand. It is however necessary that at least one other major 
producer should come to be established who would from the beginning give special attention to the 
development of friction materials for use by the railways. This is one of the important points in 
favour of an applicant like the present one. The foreign collaboration contemplated by it is with a 
company which is one of the leading producers of railway breaking equipment in the United States. 
Unlike smaller producers, the proposed Company may also be in a better position to take a long 
view of the demand potentialities and organise production with an eye on the future possibilities. It 
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is in this context that the present proposal can be considered favourably, the main points in its favour 
being (i) that it might be in a better position to provide effective competition to the producer who 
dominates the market today, viz., Hindustan Ferodo, and (ii) that it may be in a position to establish 
itself in such a manner as to develop capability for the likely demand for friction material required 
by the railways. 

A Difficult Case 

14. It is however quite obvious that this is a very special reason why an application from a 
Large House for an industry of this type may be favoured and great care will have to be taken to 
make sure that this does not have an adverse effect from the point of view of monopoly power or 
concentration of economic power. It cannot be overlooked that the TVS group is not only a Larger 
House but that it also already controls the production of important automobile accessories.. In 
most of these, it holds a semi-monopoly position. Approval of the present proposal would therefore 
add not only to the total economic power represented by the Group but also to the very special mono¬ 
poly position that it holds in the production of automobile accessories. Considerable care will 
have to be taken to ensure that such addition to its monopoly and economic power will not have 
undesirable effects. 

15. In this connection, it cannot be overlooked that Brakes India, a Group company, is one 
of the two producers of brake equipments in the country. Its demand for brake-linings as original 
equipment is therefore of much importance. There are other companies in the Group which also 
have a significant demand for brake-linings etc. TVS & Sons, Sundaram Motors and Madras Auto 
Service. Together, all these Group Companies take up 7 to 9 per cent of the output of Hindustan 
Ferodo and about 10 p>er cent of the output of Rane (See Table VI). While we need not specifically 
worry about the outlet for the production of these two suppliers, it is obvious that when one out of 
the two brake equipment suppliers is thinking of expanding vertically backward by organising the 
production of brake-linings through an associated company, the existing producers of brake-linings, 
not only its actual present suppliers but even those who sometime hope to be able to sell to it, should 
feel alarmed. Such a development would give almost a captive market to the proposed unit which 
would be to the great disadvantage of the other producers. This is one of the effects that anti-mono¬ 
poly legislation is meant either to prevent or to reduce its possible adverse effects. 

16. It is true that the experience of the Group in the automobile industry over a long period 
might to some extent be considered as a factor in its favour for developing a line of production where 
quality is of special importance. We have already stressed the Importance of developing, albeit 
with foreign collaboration, friction material for potential railway use. The record of the TVS 
Companies regarding R & D is rather mixed (See Table VTI), some companies like Brakes India, 
and Sundaram Fasteners having a very good record, some like Wheels India and Lucas—TVS doing 
some little bit, while some others including a foreign collaboration company like Singers—-TVS not 
doing anything at all. Still the record of some of the important companies in R & D being good, 
one may expect that, given the challenge, the Group might be in a position to set up a unit which will 
take the proper view of the R & D requirements of the new unit. The only basis on which all these 
arguments in its favour would counter-balance the arguments against would be if its capacity is largely 
or mainly to be developed for non-automotive friction materials, even though it might make a be¬ 
ginning with automotive friction materials. 

Limitation on Automotive Capacity 

17. It may be noted in this connection, that the Company in its programme has alrea,dy Indi - 
cated that it is thinking of utilising about 500 tons of its 1500 tons capacity for railway applications, 
750 tons for brake linings and 50 tons for clutch facings, thus making a total of 1300 tons by 1979-80. 
It has not indicated how exactly it proposes to utilise the remaining 200 tons capacity. The prospects 
for existing producers and the potential demand that they could expect in future can be safeguarded 
if this division proposed by the applicant Company. Itself is modified further so as to limit its capacity 
for the production of automotive friction materials while permitting it to concentrate to a significant 
extent on the railway requirements and other such non-automotive purposes. One might even think 
of permitting the proposed unit to come up only for the non-automotive field so as to avoid the creation 
of a monopoly situation in view of the association of the proposed unit with other TVS companies. 
This however may not be practicable as the use of friction materials for railways is still under trial 
and will take some time to finally materialise. Moreover, it is obviously useful for a new unit to 
begin on the basis of a well established line of production at least to a limited extent even though it 
might later develop much more in a new though related line of production. It would therefore be 
appropriate if the new unit is permitted a capacity of not more than 500 tons for the production of 
automotive friction material, the remaining capacity being reserved for non-automotive purposes. 
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18. This will not be of much hardship for the proposed unit as, in any case, it is not expected 
to reach a level of production of automotive material to the extent of 500 tons before 1977-78. If 
at all it is found later that the demand for non-automotive uses is much smaller and is not developing 
adequately, there would be enough time for an adjustment in the sanctioned capacity to be made after 
3 or 4 years. At the same time, the new unit would have the maximum incentive to give special 
attention to the development of non-automotive uses of organic friction material. After all, that 
is the only special reason why an application from the TVS group for the production of friction 
materials can be supported. This approach would also be useful in that the other producers would 
have much less cause for alarm with this limited capacity that the proposed unit would be sanctioned 
in the field of their own production. 

Export Petential 

19. One of the reasons why the DGTD and the Ministry of Industrial Development appear 
to have considered the TVS proposal favourably appears to be the possibility that the brake linings 
and clutch facings are items in which exports from India could be developed. This is certainly an 
important aspect and the establishment of a producer who will be specially quality conscious would 
certainly be of importance from this point of view. In this connection, however, we should note 
that not only Hindustan Ferodo, a large concern with predominantly foreign equity, but even Bramec 
Suri, a genuinely independent indigenous concern, have made successful efforts for developing exports. 
Thus, given adequate support and encouragement, the existing units may not be found wanting on 
the export front. There has been a tendency sometimes to permit industrial proposals which would 
otherwise be unacceptable on almost a specious plea of exports. The Dutt Committee has ^ven 
many examples where licences given on this basis have not led to any genunine increase in exports. 
It would not therefore be appropriate to permit the establishment of this unit on the lines envisaged 
by the applicant on the plea that this will help exports. As the applicant Company is proposing 
to have collaboration with one of the foremost producers of friction material in the United Sta^, 
it may feel confident about developing exports. Even if its capacity for automotive friction materials 
for domestic purpose may be limited to 500 tons, if it wants to have a larger capacity purely for export 
purposes—with a clear understanding that domestic sates exceeding 500 tons will not be permitted— 
there should be no objection. 

Scheme of Finance 

20. As the Main Report has pointed out, the Scheme of Finance proposed by the applicant 
Company has had an interesting history. From a pro{)osal that the capital structure of the new under¬ 
taking should completely exclude public participation in equity, the applicant has now come for¬ 
ward with a proposal that there would be public participation in the equity to the extent of l/3rd, 
the proposed foreign collaborator should provide l/3rd, and the TVS group of companies and a 
public trust should provide l/3rd. Because of this change in the proposal as compared to the original 
one, and also because the Group is proposing to have the public participating in the equity unlike 
in most of the companies belonging to it up to now, my colleagues appear to view the proposal favour¬ 
ably. They appear to think that the group has made a major concession to the changed sentiments 
of the time and therefore the equity structure as suggested by the applicant Company deserves to be 
supported. 

Group Record—Foreign Collaboration 

21. Before commenting on the present proposal, it would be worthwhile to look at the record 
of the Group in respect of the capital structure of its companies and also the results of the forei^ 
collaborations that the Group companies have entered into. Most of the manufacturing activity 
of the Group companies has been undertaken on the ba.sis of foreign collaborations and the colla¬ 
borations have usually been on generous terms. They equity participation of the foreign companies 
has been quite substantial—majority participation in the case of Lucas—TVS and 45 to 50 per cent 
in the case of others—and the whole of the remaining equity is held by Group companies all of which 
are family concerns. Manufacturing is mainly in areas where the Companies enjoy considerable 
monopoly power being one of two or three concerns in that line of production. In the case of auto¬ 
mobile accessories; with a good foreign collaboration and being one of two or three concerns in the 
country producing the accessory, the demand for the products produced has been highly inelastic 
and the profitability has been significantly high. The data given in Table VIII would substantiate 
this statement. 

22. It should be stated that, as already pointed out in the Majority Report, the TVS group 
of companies has a high reputation for producing quality products and from all accounts this repu¬ 
tation is well deserved. At the some time, it cannot be ignored that the R & D effort has not b^n 
consistently good, the proportion of R & D expenditure to total expenditure being good in some 
concerns and low in others. Even in concerns where the outflow by way of payments to foreign 
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collaborators has been high, the R & D effort has not always been large. (See Table IX). With 
the high profitability enjoyed by the products, and the substantial share of foreign equity as well as 
other generous terms of collaboration, the payments going out of the country to the foreign partners 
have been quite high as indicated by Table X. In the case of Wheels India, in less than 11 years, the 
foreign payments have equalled the amount of foreign capital received. In the case of two other 
concerns, viz.. Singer —TVS and Lucas—TVS, in less than 10 years as much as 56/57 per cent of payment, 
has been made cn original foreign capital brought in. in the case of one concern, Sundaram-Clayton 
the amount already paid has even exceeded the original amount brought in, and this in less than 
ten years. For the Group as a whole, foreign payments come to about 60 per cent of the capital 
imported by the collaborators, taking its five foreign collaboration companies together, and this over 
a period of less than 8 or 9 years. The value of exports is of course a compensating factor espacially 
in the case of Singer—TVS and Lucas—TVS. But it cannot be ignored that in all these companies, 
there has been a tendency to rely on continued foreign collaboration on one side and allowing large 
payments abroad on a continuing basis on the other. 

Growth of Capital Assets 

23. A further result of the capital structure that most TVS companies have been having, 
combined with a high degree of profitability due to their semi-monopoly position, has been that the 
accumulation of capital by the Group has been repaid. Prudent and careful husbanding of resources 
has of course played an important role in this achievement. The Group Companies have kept the 
dividends at a reasonable level, using the undistributed profits for building up reserves which have 
been used either for further expansion of the same company or for developing new concerns under 
the auspices of the Group. But from the point of view of counteracting monopoly and economic 
power it has to be pointed out that all this ultimately is a method of enriching the shareholders in 
this case one family and its foreign partners—at the expense of the consumers of the product and the 
community at large. As Table XI shows, taking the 16 companies of the Group as a whole, the 
accumulated reserves and the bonus issues make up for almost as much amount as has been contri- 

“ buted by way of equity; and even a significant part of the equity is contributed from the reserves of 
various Group Companies. 

24. There is no reason whatsoever why, now that we have an anti-monopoly legislation in 
operation, this pattern of building up of family fortunes and economic power though the use of mono¬ 
poly power and a special pattern of corporate structure should be wholly or even largely permitted 
to continue. The present proposal of the Company to have an equity structure where one third 
of the equity for the new unit will be provided by Group Companies (a small proportion by a charitable 
trust) and one third by the foreign collaborator, only leaving one third to the public should bo examined 
in the light of this background. 

Foreign Equity 

25. The two arguments that have been put forward in favour of the foreign collaborator 
having one third equity have been— 

(i) that the collaborator otherwise would not be interested in the collaboration proposal, and 

(ii) that this would also help to meet to a substantial extent the foreign exchange cost of the 
proposed project. 

26. While it may be true that a collaboration on the basis of equity participation is more 
effective than one based purely on the basis of obtaining technical know-how on royalty payment, 
there is no reason why a very substantial equity participation should be considered necessary for this 
purpose. We have had examples in India of quit‘s a large number of successful collaborations where 
the foreign equity did not exceed 15 per cent or so. The statement that this foreign collaborator 
would not be interested if the equity participation is less than one third is not very convincing. When 
we have had in the same industry other collaborations with less participation, why should this appli¬ 
cant find it difficult to secure a good collaborator who would not be satisfied with a smaller equity 
participation ? The agrument that one third participation is much better than 80 per cent participation 
as in the case of Hindustan Ferodo is in my view quite irrelevant. Hindustan Ferodo was established 
many years ago, when the state of the-economy was different and the approach to economic policy 
also was not what it is now. To bring in Hindustan Ferodo’s 80 per cent as an argument to support 
one third foreign equity in this case is, therefore in my yiew, untenable. 

27. As regards the argument that this would enable the foreign exchange requirements of the 
project to be met more easily, it is not quite certain that the estimate of foreign exchange requirements 
of the project to be met more easily, it is not quite certain that the estimate of foreign exchange re- 
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quirements of Rs. 44 lakhs put forward by the Company is not unduly high. It has already been 
pointed out that other Indian producers have been able to do with much smaller quantities of foreign 
equipment and have increasingly relied on indigenous plant and machinery. In the past, the easy 
availability of foreign exchange through a foreign collaboratoi has not infrequently led to a rather 
uncautious acceptance of foreign plant and machinery. When the representatives of the applicant 
Company were specifically asked at the public hearing whether their estimate of import requirements 
was not rather high, they admitted that this was a very rough estimate and that a firm estimate would 
be possible only after the detailed project report. It appears to me that it is not unlikely that the 
actual foreign exchange requirements would be find to be much less than Rs. 44 lakhs. Moreover, 
the applicant has proposed that a substantial part of the import requirements should be met by way 
of a cash foreign exchange license. As the amount involved is in any case not very large, there is 
no reason to make the foreign exchange requirement a major reason for permitting a substantial 
proportion of foreign equity which could easily lead to a permanent payments burden on the country’s 
foreign exchange resources. 

Group Equity 

28. Similarly there is no reason why one third of the equity of the proposed company should 
be permitted to be contributed by three companies belonging to the Group as has been suggested 
by the applicant Company. It has already been explained that permitting the proposed Company to 
develop as a member of the TVS group would create a situation of the TVS group would create a 
situation of vertical links between the proposed company and the users of its products. Southern 
Roadways and TVS Iyengar & Sons, two proposed participants in equity shares, are major consumers 
of brake linings and clutch facings. So also is Brakes India, another company of the Group. There 
is no reason why a permanent and definite basis for such a vertical link should be permitted to be 
created. While permitting the experience available in the Group and its reputation to be utilized 
for initiating the new company, there is no reason to sanction a built-in device for a permanent inter¬ 
connection between a producer of brake linings and some consuming companies. Prevention of such 
a link on a permanent fooling would also help prevent the additional economic power that ihe Group 
would otherwise come to have. With the reputation that the Group enjoys, it is quite likely that 
there would be good public response to the offer of shares in the new company pioneer^ by it. Alter¬ 
natively, the shares may be underwritten by an underwriting institution in the public sector and, if 
the public response is not quite adequate, the shares may devolve on the institution. It has already 
been suggested in the Majority Report that a convertibility clause may be introduced by the institu¬ 
tions from whom a loan is sought by the proposed Company to meet that part of its capital requirements 
which would not be met through the issue of equity capital. 

29. I woulo therefore suggest that not more than one third of the equity capital should be per¬ 
mitted to be contributed by the companies belonging to the TVS group and the foreign collaborator 
taken together. If the TVS charity trust is interested, it may be permitted to contribute a per¬ 
cent share of tbe initial equity. The remaining 60 pe. cent should be reserved foi the puolic at large 
including underwriting institutions. 

Conclusions and Recommendations 

30. To summarise, taking into account the nature of the organic friction materials industry, 
ordinarily new entry by a Larger House into it does not deserve to be supported. The existence of 
much unutilised capacity as well as smaller sized units which are potentially capable of further de¬ 
velopment also suggest a similar conclusion. With the position that the TVS group occupies in the 
automobile accessories and motor transport industries, there is even a stronger argument against its 
being permitted to enter this field. The major countervailing circumstance is the likelihood of the 
requirement by railways of large quantitites of organic friction materials. The only produce present 
capable of meeting the potentially large requirement is a foreign subsidiary. It would therefore 
be useful to permit the development of a new producer if it can be ensured that he will concentrate 
mainly on the development of non-automotive friction materials and is expected to be cable of achi¬ 
eving this. The TVS proposal, with the foreign collaboration that has been suggested, deserves con¬ 
sideration from these special angles. 

31. In view of these factors the TVS proposal may be approved subject to the following 
conditions :— 

(i) Out of the capacity of 1500 tons, not more than 500 tons would be permitted for the pro¬ 
duction of automotive frinction materials the remaining should be non-automotive fric¬ 
tion materials, especially materials required by railways. 

(ii) Any capacity in addition to 500 tons for the production of automotive friction materials 
may be sanctioned purely for export purposes on the clear understanding that more 
than 500 tons of domestic sales will not be permitted. 

38—7 M of LJ & CA'ND/79 
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(iii) In the equity structure of the proposed Compnay, not more than one third of the capital 
should be permitted to be contributed by the companies belonging to the TVS group and 
the foreign collaborator taken together. The TVS charity trust might be permitted 
to contribute not more than 6J per cent. The remaining 60 per cent should be reserved 
for contribution either by the public or by underwriting institutions in the public sector. 

(iv) Financial institutions which will provide the remaining capital requirements would intro¬ 
duce the convertibility clause as per Government’s normal policy. 

(Sd) H.K. PARANJAPE 
Member 

New Delhi, 

December 1971. 


TABLE 1 


Estimated Demand Forecast for Brake Linings (B.L.) Clutch Facings {C.F.) 




1973-74 

1975-76 

1978-79 

D.G.T.D.* .... 

B.L. 

(tonnes) 

4,000 

C.F. 

(000 Nos) 
1,730 

B.L. 

C.F. 

B.L. 

C.F. 

T.V.S. . • 

•• 


6,344 

440 

(tonnes) 

9,236 

656 

(tonnes) 

Hindustan Ferodo 

3,736 

2,932 

4,758 

3,610 

6,533 

4,729 
(000 Nos.) 

Planning Commission (Working 4,000 
Group for Transport equipment) 

500 

(Tonnes) 






*This does not take into account increase in demand which is expected to be generated on implementation of 


the Public Sector Car Project. 

N.B. (i) The D.G.T.D. and the Planning Commission have prepared a demand forecast only upto 1973-74. 

(ii) Hindustan Ferodo’s and DGTD’s figures foi clutch-facings are in terms of 000 Nos while those of TVS and 
the Planning Comn?isslon are in terras of tonnes. 

(iii) For furthei details about TVS foiecast, see Main Report, Annexure A; about Hindustan Ferodo foiecast, 
see this Report, Annexure A; foi the forecast of the oflScial agencies, see Final Report of me Panel on 
Auto Ancillary Industries, Fourth Five Year Plan 1969-70—1973-74, Development Council for Automo¬ 
biles etc. (August, 1969). 


TABLE n 


Estimated Population of Vehicles {various types) 


Years 

Source of 

Commercial Vehicles 


000 Nos. 


ij/Slllilalv f- 

Heavy & 
Medium 

Light 

Cars 

Jeeps 

Tractors 2/3 Whee¬ 
lers 

1 

2 

3 

4 

5 

6 

7 

8 

1968-69 

• TVS 

N.A. 

N.A. 

N.A. 

N.A. 

N.A. 

N.A. 


Panel 

360 

5-0 

40-0 

100 

16-0 

850 

1969-70 

• TVS 

N.A. 

N.A. 

N.A. 

N.A. 

N.A. 

N.A. 


Panel 

42-0 

60 

45-0 

no 

36-0 

1060 

1971-72 

• TVS 

600 

8-0 

52-5 

180 

49-0 

N.A. 


Panel 

57-0 

8-0 

N.A. 

130 

490 

58-0 

1972-73 

• TVS 

700 

90 

67-5 

200 

58-0 

N.A. 


Panel 

660 

90 


14-0 

58-0 

184-0 
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TABLE U—Contd. 


1 

2 

3 

4 

5 

6 

7 

8 

1973-74 

• TVS 

810 

10-0 

75-0 

22-0 

68-0 

N.A. 


Panel 

810 

10-0 

75-0 

22-0 

68-0 

210-0 

1974-75 

• TVS 

84-2 

18-4 

78-0 

22-9 

75-3 

N.A. 

1975-76 

• TVS 

87-6 

10-8 

81-1 

23-8 

83-2 

N.A. 

1976-77 

• TVS 

911 

11-2 

84-4 

24-7 

91-9 

N.A. 

1977-78 

• TVS 

94-7 

11-7 

87-7 

25-7 

101-6 

N.A. 

1978-79 

• TVS 

98-5 

12-1 

91-2 

26-7 

112-5 

N.A. 

1979-80 

• TVS 

102-5 

12-6 

94-9 

27-8 

129-1 

N.A. 

Note: TVS =T. V. Sutidaram Iyengar & Sons (P) Ltd. 

Panel=Report of the Panel on Auto Ancillary 

Industries. Panel figures are available only upto 1973-74. 




N.B. 

The actual vehicle population was 

as follows ; 






Cars & Jeeps 


Commercial 

in 000 nos. 



(including Taxis) 

vehicles 


Two and three 





(III type) 


wheelers 


1968 • 

. 

526-3 


464-4 


349-5 


1969 • 

. 

556-0 


472-0 


400-0 


1970 • 

• 

576-0 


505-0 


475-0 


Source: 

Automobiles Ancillary Industiy (1970). 







A. I. A. & A. Industries Asspciation. 








TABLE ITI 





Estimated Requirements per Vehicle for a 

Ten Years' 

Period {in sets) 




Medium/ 








Heavy 

Light Cars 

Jeeps 

Tractors 

2/3 

Wheelers 

Clutch Panel 

. 

6 


3 

3 

4 


Linings TVS 

. 

10 

5 

5 

5 

3-1/3 


Brake Panel 


8 

4 

4 

4 

6 

6 

Linings TVS 

. 

10 

5 

3-1/3 

5 

5 


Note: 

TVS — T.V. Sundaram Iyengar & Sons (P) Ltd. 






Panel— Report of the Panel on Auto Ancillary Industries. 






TABLE IV 






Profitability Ratios- 

-Hindustan Ferodo 

Ltd. 

Rs. lakhs 





1968-69 

1969-70 

1970-71 





1 


2 

3 

Net Profits 

. 

. 


65-29 

67-63 

69-18 

Turnover* 

. 

. 


530-72 

585 

-16 

647-05 

Equityt 

. 

. 


248-!9 

248-29 

248-29 

Net Worth 

. 

. 


450-01 

461 

-95 

475-30 
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TABLE IW—Contd. 







1 

2 

3 

Net Profits as % of 
Turnover 

. 


. 

. 

12-3 

11-6 

10-7 

Equity 

■ 

• 

• 

• 

26-3 

27-2 

27-9 

Net "Worth 

• 

• 

• 

• 

14-5 

14-6 

14-6 


♦Net of turnover rebate, but including miscellaneous income. 

Gross of turnover rebate =550-74 610-68 

((11-8) (IM) (10-2) 

-fincluding forfeited shares • • (0-12 each year). 


TABLE V 


Hindustan Ferodo Ltd. Analysis ofpresent value of Capital employed (as onhXst March, 1971) 



Rs. Lakhs 

% total 

Equity capital ........ 

248-29 

45-8 

Bonus issues 



Reserves .. 

227-01 

41-9 

Loans-medium terms. 

. . 


Cash Credit. 

. . 

. . 

Loans from Group companies. 

. . 

. . 

Other creditors • .. 

66-36* 

12-3 

Total .. 

541-66 

100-0 

♦Includes creditors of acciued liabilities and unpaid dividends. 


TABLE VI 


Friction material purchases by TVS Group @ Compounds 


Rs. lakhs 



1968-69 

1969-70 

1970-71 

1 . 

Purchases by TVS group from— 





(a) Hindustan Ferodo • 

45-78 

47-00 

47-92 


(b) Rane. 

0-51 

4-32 

5-07 


(c) Total ..... 

46-29 

51-32 

52-99 

2 . 

Value of output of— 





(a) Hindustan Ferodo* 

513-61 

575-55 

648-86 


(b) Rane. 

20-84 

40-89 

49-80 


(c) Total. 

534-45 

616-44 

698-66 

3. 

Proportion of TVS purchases to total out-put of— 





(a) Hindustan Ferodo - 

8-9 

8-2 

7-4 


(b) Rane ..... 

2-4 

10-6 

10-2 


(c) Total. 

8-6 

8-3 

7-6 


•For estimating output, value of sales net of turnover rebate is taken and changes in stocks adjusted. 

©Four companies viz. TVS & Sons Private Ltd., Sundaram Motors, Madras Auto Service and Brakes India 
Ltd. 











TVS Group—Percentage Expenditure Research and Development on Turnover 
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TABLE IX 


Expenditure 


on Research and Development and Dividends and Royalty Payments made to 

Foreign Collaboration 


(Rs. lakhs) 



Company 

♦Expenditure 
on Research 
& Development 
upto now 

Dividends 
paid to 

Foreign 
Collaborator 
upto now 

Royalty & 
technical 
fees paid 
upto now 

1 . 

T.V. Sundaram Iyengar (P) Ltd. 

. • 

• • 


2 . 

Southern Roadways (P) Ltd. 




3. 

Sundaram Industries (P) Ltd 

Details awaited 



4. 

Sundaram (P) Ltd. . . . • 




5. 

India Motors Parts & Accessories Ltd. 

Trading Co. 



6 . 

Sundram Finance Ltd. 

Hire Purchase Co. 


7. 

Sundram Textile Ltd. 




8 . 

Sundram Fasteners Ltd. 

2-57 

•• 


9. 

Singer-TVS Ltd. .... 

•• 

3-38 


10 . 

Wheel India Ltd. .... 

6-36 

30-93 

17-05 

11 . 

Brakes India Ltd. .... 

20-24 

4-78 

16-46 

12 . 

Sundram Clayton Ltd. * • 

8-96 

22-52 

13-37 

13. 

Lucas-TVS Ltd. .... 

32-77 

66-73 

20-42 

14. 

Lucas Indian Service Ltd. • 

Trading Co. 



15. 

Lucas Elec. Trader Services* 

Trading Co. 



16. 

lorsion Products Ltd. 

Total 

70-90 

128-34 

l-26@ 

68-56 


♦Revenue expenditure only. Capital expenditure on R & D for all the Companies was Rs. 43 • 97 lakhs. 
@No foreign capital participation but a technical Assistance agreement with U. K. firm. 
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TABLE XI 

T.V.S Group of Companies (16) 
Analysis of present value of Capital employed 







Amount in 

Rs. lakhs 

%to 

Total 

(a) 

Equity Capital • 

• 

• 

• 

1535-80 

25-0 

(b) 

Bonus issues 

• 

• 

• 

578-00 

9-4 

(c) 

Reserves • • • • 

• 

• 

• 

936-12 

15-3 

(d) 

Medium term loans • • 

• 

• 

• • 

182-55 

3-0 

(e) 

Cash Credit and other loans 

• 

• 

• 

2170-48 

35-4 

(0 

Loans from group Cos. 

• 

• 

• 

77-89 

1-3 

(g) 

Other credits 

• 

• 

• 

653-31 

10-6 


Total capital employed 

• 

• 

• 

6134-15 

1000 
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Appendix Statement III 

Estimated Demand Forecast For Brake Linings for Tractors and Scooters 
(Hindustaa Ferodo Ltd) 
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Estimated Demand Forecast Clutch Facings 
(Hindustan Ferodo Ltd) 
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Grand Total Nos. of 

Facings for Light and _ _ 

Heavy Vehicles Nos. 24,68,000 26,92,(XX) 29,52,000 32,58,000 36,10,000 39,70,000 43,34,000 47,29,000 
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BEFORE THE CENTRAL GOVERNMENT 

In the matter of the application under section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969 from M/s. T.V. Sundaram Iyengar and Sons (Private) Limited for esta¬ 
blishment of new undertaking for the manufacture of organic automotive, non-automotive and 
industrial friction material. 


M/s. T.V. Sundaram Iyengar and Sons (Pvt.) Limited (hereinafter referred to as “the applicant 
company”) made an application dated the 28th December, 1970 under section 22 of the Monopolies 
and Restrictive Trade Practices Act 1969 (hereinafter referred to as “the Act”) for the approval of 
the Central Government to its proposal of establishing a new undertaking for manufacture of 1500 
tonnes per annum of organic automotive, non-automotive and industrial friction material. 

2. The applicant company has registered itself under section 20(a)(ii) of the Act. The 
estimated capital cost of the proposed project is Rs. 116.50 lakhs and of raw materials is Rs. 3.30 
lakhs. The finance required for this project was expected to be met from the issue of additional 
equity capital of Rs. 75 lakhs and through a term loan of Rs. 45 lakhs. 

3. The Central Government, in the basis of the information available, was of the opinion 
that no order under section 22(3) (a) of the Act could be made without a further inquiry. Accordingly 
in exercise of the powers conferred under clause (b) of sub-section 3 of section 22 of the Act, the Cen¬ 
tral Government referred the matter to the Monopolies and Restrictive Trade Practices Commission 
(hereinafter referred to as “the Commission”) for further inquiry and report. The Copamission 
recommended approval of the proposal of the applicant company subject to certain conditions:—• 

4. Two advertisements were published by the applicant company - one in The Indian Ex¬ 
press dated the 2nd March, 1971 and the other in the Indian Trade Journal dated the 21st April 1971. 
An opportunity of being heard under section 29 of the Act was giv’.n the applicant company, to 
the objectors, as well as to other existing producers, small scale units and users of the products who 
had given evidence before the Commission. (List enclosed). Apart from the applicant company, 
representatives of the following companies were present at the hearing; 

1. M/s. Banket Brake Linings, Dehradun 

2. M/s. Dawa Laminates, Dehradun. 

3. Rane Brake Linings Limited, Madras. 

4. Bramec Suri Private Limited, New Delhi. 

5. Hindustan Feredo Limited, Bombay. 

5. The objectors were not in favour of the proposal for the following reasons:— 

(i) While the existing manufacturers were producing brake linings and clutch facings with 
the help of foreign collaboration, they had developed indigenous know-how and were 
supplying industrial clutches and brakes to the Oil and Natural Gas Commission. 

(ii) Larger Industrial Houses should not be permitted to manufacture these items which can 
be done in the small scale/medium sector. 

(iii) They have developed a new process of bonding the lings with metallic parts instead of 
the conventional rivet system. 

(2) The representatives of the applicant company explained that the friction materials produ¬ 
ced by the objectors without foreign know-how were only for stationary engines and the requirements 
of moving vehicels were not the same. The Brake Linings required continuous process and consi¬ 
derable research and development was necessary. The item required chemical formulation and it 
was necessary to have foieign collaboration. The items could not, therefore, be manufactuied in the 
small scale/medium sector; nor is “brake linings” one of the items reserved for the small scale sector. 
The representatives also stated that bonding of linings to the metallic part was not done for heavy 
vehicles even in advanced countries as it was not considered safe. 

6. The Central Government took into account the following further facts;— 

(a) In the next few years not only the present capacity would be fully utilised but there will 
also be more demand and this demand cannot be met unleiss there is planning for in¬ 
crease in production by existing units/or new unite are licensed. 

(b) The expansion of the existing manufacturers is not likely to be so big as to meat the future 
need in this field. 
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(c) It is necessary to create new capacity through producer with sufficient experience and finan¬ 

cial backing who would prove to be a real competitor to the existing producer of break¬ 
lining and clutch facings. 

(d) The applicant company, by virtue of its long and intimate connection in the field of Auto¬ 
mobiles and its production of Automobile components with high standard of quality, is 
considered suitable to compete with and reduce the dominance of the existing producer 
of the items. 

(e) The items proposed to be manufactured are sophisticated ones and are not reserved for 
the small scale sector. However, as Govt, attaches great importance to the development 
of small scale Industries, especially where ancillary angles exist, a part of the friction 
material proposed to be manufactured by the applicant company, in so far as it relates to 
the automotive application, has to be earmarked for the small scale units manufacturing 
brakes and clutch assemblies. Such a restriction would not only ensure the availability 
of necessary components but would also encourage the growth of ancillary units in the 
country. 

7. After taking into account all relevant facts, the Central Government accords approval to 
the proposal of the applicant company subject to the conditions hereinafter stipulated in the order. 

ORDER 

The Central Government, in exercise of is powers under clause (c) of sub-section (3) of sec¬ 
tion 22 of the Monopolies and Restrictive Trade Practices Act, 1969 read with section 54 thereof 
hereby approves the proposal of T.V. Sundaram Iyengar and Sons (Pvt). Limited for establishment 
of a new undertaking for the manufacture of organic automotive, on-automotive and industrial frio 
tion material, subject to the conditions stipulate in the letter of intent and further subject to the 
following conditions : — 

(i) The extent of investment by the foreign collaboiators and the terms of foreign collaboration 
shall be subject to approval of the Government of India. However, the aggregate of the 
shareholdings of the Indian promoters and their inter-connected undertakings in the pro¬ 
posed company shall not be less than those of the foreign collaborators and the aggregate 
of the shareholdings, of the Indian promoter, their inter-connected undertakings and Ibe 
foreign collaborators together shall not be more than 60% of the total paid-up equity 
capital of the company; 

(ii) In regard to any loan assistance that may be sought by the new company from financial 
institutions, the latter will have the right of insertion of the convertibility clause in the res¬ 
pective loan agreements according to the policy of Govt. 

(iii) The company should try to adhere to the programme schedule submitted before the Mono¬ 
polies and Restrictive Trade Practices Commission; 

(iv) It should endeavour to export at least 10% of its total production; 

(v) Royalty payments to the foreign collaborator should ceuse after a period of 10 years from 
the date when the agreement for collaboration comes into force. 

(vi) The Indian standards Institution has recently developed some standards for brake linings. 
The company should get in touch with the I.S.I. and try to adhere to the standards pres¬ 
cribed by the said Institution. 

(vii) 50% of the production of friction material (meant for automotive application) should be 
earmarked by the company for small scale units manufacturing brake and clutch assem¬ 
blies. 

(viii) If the outgo of foreign exchange is likely to exceed the present estimated require¬ 
ments of Rs. 44.43 lakhs by 20% or more prior approval of the Government shall be 
necessary. 


(Sd.) 

M.C. VARMA 

New Delhi-I, Under Secretary to the Government of India 

The 2nd December, 1972 
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INTRODUCTION 

0.01 Messen. Witnco Limited, Indian Mercantile Chambers, Nicole Road, Balla.rd 
Estate, Bombay, (hereinafter referred to as ‘WIMCO’) gave to the Government of India, 
Department of Company Affairs, on 23rd July, 1975 a Notice dated 17th July 1975 under sub-section 
(2) of Section 21 of the Monopolies and Restrictive Trade Practices Act, 1969 of their intention 
to make substantial expansion by establishing a new undertaking for the manufacture of Industrial 
Explosives. As the Company’s proposal related to the establishment of a new undertaking, the 
Central Government treated the Notice under Section 21 of the Act as an application under 
Section 22 of the Act. The proposal envisages manufacture of 24,000 tonnes of Industrial 
Explosives at three locations, one in a backward area in the State of Maharashtra for the capacity 
of 10,000 tonnes per annum, second in a backward area in the State of Rajasthan for the capacity 
of 7,000 tonnes per annum and the third in a backward area in the State of Karnataka for the 
capacity of 7,000 tonnes per annum. The Department of Company Affairs vide their letter 
No. 1/22/75—M(III) (SIA) dated the 6th April, 1976 (Reference No. 49 of 1976) referred the 
Company’s application to the Monopolies and Restrictive Trade Practices Commission under clause 
(b) of sub-section (3) of Section 22 of the Monopolies and Restrictive Trade Practices Act, for 
enquiry and report. 

0.02 The Commission issued a Notification inviting comments regarding the applicant’s 
proposal on 13th April, 1976 which was published in the leading newspapers in the country on or 
around 21st April, 1976. The Cora.raission visited the manufacturing facilities of the Company at 
Ambarnath and held discussions on the pioposal with the officials of the Company on 4th and 5th 
June, 1976. The Public Hearing on the projjosal was held on 9th June, 1976. The list of persons, 
who participated in Public Hearing, is given in Annexure 1. 

0-03 In terms of sub-section (2) of Section 30 of the Monopolies and Restrictive Trade 
Practices Act, 1969, the Commission was to submit its Report to the Central Goveriunent by 
4th July, 1976. However, the date for the submission of the Report had to be extended to 31st 
July, 1976, in view of the reasons mentioned in the Commission’s Order dated 2nd July, 1976 
which is made Annexure 2. 
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CHAPTER I 


THE APPLICANT COMPANY 

I-01 Messis. WIMCO Limited was incorporated in 1923 in the name of Western India 
Match Company and was converted to a public limited Company in 1929. The Company was incor¬ 
porated with the primary objective of manufacturing Safety Matches which weie till then imported. 
The Company set up two factories in 1924 one at Ambernath, near Bombay and the other at Alam- 
bazar, near Calcutta. Between 1924 and 1929, three more factories—one near Madras, another 
near Bareilly and one in Dhubri (Assam)—were set up. In 1929, the Company set up at Port Blair 
a unit to manufacture splints for the match factories. The Company gradully started the manu¬ 
facture of various raw materials used in the manufacture of Safety Matches by setting up a plant for 
the manufacture of Potassium Chlorate in 1942, a glue factory in 1943 and a paper mill in 1959. The 
Company has claimed that these activities have resulted in import substitution of raw mateiials re¬ 
quired in the manufacture of matches. The manufacturing activities for potassium chlorate enabled 
the company to manufacture in 1964 Sodium Chlorate and in 1971 Perchlorates which were based 
on common production techniques and facilities. With the object of import substitution, the Com¬ 
pany also established facilities for the manufacture of magnetic electrodes (required for the manu¬ 
facture of Chlorates) in 1975. In 1963, the Company also started production of industrial grade salt. 

1-02 At present, the Company is having manufacturing facilities at seven places in India for 
the production of safety matches, chlorates and perchlorates, glue timber products, paper and pulp, 
magnetic electrodes and industrial salt. The licensed and in.,talled capacity and production of these 
products during the last five years are given in Annexure 3. 

1-03 M/s. WIMCO Limited was established in 1923 by the Swedish Match Company, 
which was holding in March 1938 mote than 95% of the total share capital. In 1938-39, the foreign 
shareholding company sold a large portion of its holding to Indians and brought down its sharehold¬ 
ing in the Company to about 50% of the total share capital. In 1975, the Assam Match Company 
Limited, a subsidiary company of the Applicant Company was amalgamated with it. After the 
merger, the shareholding of the foreign company at present works out to 53.83% of the total shave- 
capital of 6,20,000 shares of Rs. 100/- each. One of the conditions on which the merger of the Assam 
Match Company with the Applicant Company was permitted by the Government is that the foreign 
shareholding in the Company will be further reduced to 40% of the total by September, 1977. 

1-04 The applicant Company has admitted interconnection with M/s. Vulcan Laval Limited 
and Khatau Meakanji Spinning and Weaving Company Limited. Swedish Match Company, which 
holds 53.83% of the share capital in WIMCO, also holds 48.28% of the share capital of Vulcan-Lavel 
Limited and hence the two are interconnected. Three directors of WIMCO constituted one-third 
of the Board of Directors of M/s. Khatau Makanji Spinning and Weaving Company Limited and, 
therefore, they are interconnected. 

1-05 The Company is managed by a professional team of managers under the overall super¬ 
vision of the Board of Directors. In 1975, the Board consisted of 12 Directors—9 Indian and 3 foreign. 
The Company is having a whole-time managing director and a whole-time director and Secretary. 
The Managing Director is assisted by a team of functional managers at the corporate level and regio¬ 
nal/divisional managers heading the eight business centre units. Each Regional/Divisional Manager 
is assisted by a team of professionally qualified functional managers. 

1-06 The Company neither had nor is currently having any foreign technical collaboration 
arrangements for the manufacture of its products. It has, however, received Government approval 
for technical know-how agreement with a Japanese firm foi improving the operational efficiency in 
the manufacture of Sodium Chlorate. This agreement, however, is yet to be implemented. 

Quality Control 

1-07 The Company is having an elaborate Quality Control Organisation, covering the three 
aspects of Quality Control, namely, of raw materials, in-process control and finished product check¬ 
ing. The Quality Control Organisation is independent of the line operators and reports directly 
to the Quality Controller who in turn reports directly to the Regional Manager. The work of the 
Regional Divisional Organisations is checked by a Chief Quality Control Inspector from the Head 
Office, who reports directly to the Marketing Development Manager at the Head Office. This 
arrangement ensures that the quality standards are laid down according to the market requirements 
and their compliance is ensured by Head Office Marketing Department, independently of the pro¬ 
duction Organisation. For the inspection of raw materials, standards are laid down either according 
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to requirements of the Indian Standards Institution or, where such standards do not exist, by _ the 
Company itself. Materials are accepted only if the laid down standards are met. However, exceptions 
have to be made in respect of Timber, which is in short supply. In-process control checks the quali^ 
of intermediary level of production/finishing. The product is sent to the subsequent stage only if it 
meets the laid down quality standards. In all the match factories of the Company there are a large 
number of quality checkers, who have full authority to reject sub-standard semi-finished product and 
to stop all operations of a machine which produces defective products. Complete records of such 
observations are kept for control by the production staff. The finished products are checked on the 
basis of sampling procedure laid down for this purpose from every shift each day. The checking 
is done in the presence of production staff/management. The Company has laid down elaborate 
quality control charts for all its major products. 

Marketing 

1-08 For the marketing of their major product, safety matches, the Company has divided 
the country into five Regions—one for each of its factories. The matches are sold directly to a large 
number of wholesalers who in turn distribute these to retailers. The marketing activities are controlled 
through the Company’s own sales force, supervised by a marketing management team attached to 
each Region. The other products of the company, chlorates, perchlorates, paper and salt are sold 
directly to industrial consumers without any intermediaries. 

Research and Development 

1.09 It has been indicated by the Company that Research and Envelopment activities are 
carried out on the basis of trials conducted in line and no separate organisation exists for the purpose. 
The major achievements from R & D have been indicated by the Company in the following manner: 

The Research and Development activity connected with the various Divisions of WIMCO 
is coordinated by the technical development cell which has the following specific 
objectives : 

(a) To develop alternate raw materials to replace dwindling resources of existing raw 
materials; 

(b) To develop new processes and technology indigenously to suit usages of alternate 
materials; 

(c) To design and develop new equipment required for introducing the new processes; 

(d) To develop standards of consumption, usage, quality for raw materials, as well as 
finished products. 

Areas in which such development activities have been carried out are : 

1. Matches 

2. Pulp/Paper 

3. Chemicals 

The Development activities in each of the above areas is briefly described hereunder: 
Matches 

1. In view of the dwindling resources of raw materials (Soft wood which has been accepted 
for regular usage in matches), new alternate species of wood have been extracted and special techno¬ 
logy developed for the usage along with the necessary equipment required for it. 

2. WIMCO has been able to develop technology for manufacturing wax matches. 

3. In view of the difficulty in obtaining the required quantity of wood for boxes, the tech¬ 
nology for use of cardboard for boxes had been developed. 

4. Lately, when the Government introduced excise stamping, special equipments required 
for it were designed and successfully installed at all the factories. 

Fwestry Operations 

As an Organised industry, WIMCO is aware of the problems of availability in future of match- 
wood in required quantities of minimum acceptable quality and the desirability of keeping the raw 
matCTials cost under check. Along the measures which have been taken to meet the above situation 
are : 
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(a) Planting of matchwood species : 

(i) Liaising with different State Forest Departments for raising and proper tending of 
matchwood plantations. 

As suitable areas for raising large-scale plantations are available with Forest Depart¬ 
ments only, WIMCO has maintained dost liaison in different States emphasising the 
need for such plantation work. It is only the State Governments which by raising 
large-scale matchwood plantations can ultimately provide the solution to the pro¬ 
blem of fast-declining availability of matchwood resources in the country. 

(ii) Scheme for raising fast-growing species suitable for match production in collaboration 
with Forest Corportion. 

WIMCO has recently submitted proposals to the Governments of H.P., U.P. and 
Assam for jointly raising and managing plantations of fast-growing species suitable 
for match manufacture. WIMCO will not only invest in such project but will also 
manage them. 

(iii) Supply of planting material to the Forest Department and other Public 
Agencies. 

WIMCO is raising matchwood planting material in the States of U.P., Karnataka 
and Assam for supply to the respective Forest Department and Public bodies as have 
land near WIMCO’s factories for growing these species. 

(iv) Distribution of planting material to private individuals. 

On the samelines as under (iii) above, WIMCO is distributing planting material to the farmers 
free of cost for planting in their fields near WIMCO’s factories. 

In the past, Popular clones and seed of fas -growing species for trials under local conditions 
were imported wiih the object of reducing the age of harvesting of matchwood down to 15 to 20 
years as compated to 30 to 40 in the case of local matchwood species. 

(b) Trials with local Non-Matchwood species in Match manufacture. On short-term basis, 

WIMCO continues to test species not so far established as suitable for match manufacture. 

PulpJPaper : 

Special technology for manufacture of N.S.S.C. (Natural Sulphide Semi-Chemical) 
pulp using hard wood has been developed by WIMCO and a pulp plant with 
a capacity of 4,000 tonnes per annum has been installed. The capacities being 
increased to 11,500 tonnes by end of 1976. It will be pertinent to mention here 
that WIMCO is the only manufacturer of N.S.S.C. pulp from hard wood and this 
technology has been developed indigenously. 

Chemicals: 

WIMCO has developed know-how for the manufacture of sodium chlorate as also for the 
manufacture of different types of perchlorates which are used in the explosives and 
space industry. These were originally being imported. At present, WIMCO is 
in a position to supply full requirements of sodium chlorate in the country and this 
process is being refined to effect significant savings in power consumption which is 
continuously in short supply. 

“An industrial process for manufacture of magnetite electrodes which are used in the chlo¬ 
rate factory has been developed, indigenously. This product will enable us to use 
local ore and is comparable in all respects of performance to that of the originally 
imported material, and has been specially developed for import-substitution of this 
critical component.” 

1 ’ 10 The Company ha> not obtained any patents. As the Company is not having a separate 
Research and Development Department, no information on the expenditure on R & D could be 
supplied by them. The Company has also not, been able to supply information relating to personnel 
who are engaged exclusively on R & D work. It has not, therefore, been possible to give any quanti¬ 
tative information on the R & D efforts by the Company. 
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Capital Structure of the Company 

1-11 The authorised capital of the Company consists of 10,00,000 equity shares of Rs. 100/- 
each amounting to Rs. 10,00,00,000. The Issued and subscribed Capital amounts to 6,20,000 equit>' 
shares of Rs. 100/- each fully paid, i.e., Rs. 6,20,00,000, Out of the total share capital, 4,25,000 shares 
have been allotted by way of bonus shares by capitalisation of Reserves. Out of the total shares 
3,33,758, i.e. 53.83% shares are held by the Swedish Match Company, the holding company and its 
nominees. 

1-12 In 1938-39, the Swedish Match Company sold a large portion of its holding to Indians 
and brought down its holding to 35,000 shares, about 50% of the total share capital. Thereafter, 
six bonus issues by capitalisation cf reserves were made by the Company and the foreign shareholder 
and its nominees received bonus shares as under:— 


Year of issue 
of Bonus Shares 

Basis of allotment 
of bonus shares 

No. of shares 
allotted 

1943 

1 share for 10 shares 

3,500 

1947 

1 share for 1 share 

38,500 

1948 

3 shares for 7 shares 

33,000 

1953 

1 share for 4 shaies 

27,505 (They acquired 5 

1966 

1 share for 2 shares 

68,752 addl. shares) 

1970 

1 share for 5 shaies 

41,251 


2,12,508 


These 2,12,508 shares together with the initial 35,000 shares constituted the holding of 2,47,508 
shares out of the then issued shaies of 4,95,000. In 1975, Assam Match Company Ltd., the subsi¬ 
diary of the Company, was amalgamated with it. As against their holding of 3,45,000 shares in the 
Assam Match Company, Swedish Match Company received 86,250 shares of Rs. 100/- each from 
WIMCO. The present holding of Swedish Company thus comes to 3,33,758 out of the issued shares 
of 6,20,000, i.e. 53.83%. It has been indicated by the Company that dilution in 1938-1939 in the 
foreign shareholding was effected voluntarily and not at the instance of the Government. 

Pattern of Shareholding 

1’13 As indicated above, out of the total share capital of Rs. 620 lakhs, 53.83% is held by 
the foieign shareholder—The Swedish Match Company. The financirl institutions together hold 
22% of Sie total share capital in the company and the remaining share capital is held by over 5000 
Indian shareboldeis. It has been stated by the Company that no large blocks of shares are held by 
individuals or families. Details relating to the shareholders holding more than 1 % of the total subs¬ 
cribed capital as well as the largest ten shareholders are given in Table 1 below. 


TABLE 1 

Shareholding pattern in WIMCO 



No. of shares 

Percent to 
total shares* 

Part~\ : Shareholders holding more than 1 % of the total share capital. 

The Swedish Match Company, Sweden 

• 3,33,758 

53-83 

The Life Insurance Corpn. of India 

79,726 

12-86 

Unit Trust of India .... 

39,566 

6-38 


4,53,050 

73-07 
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TABLE 1— Contd. 



No. of Shares 

Percent to total Shares* 

Part —//; Largest ten shareholders in WIMCO. 
The Swedish Match Company. 

3,33,758 

53-83 

The Life Insurance Corpn. of India 

79-726 

12-86 

Unit Trust of India ...... 

39,566 

6-38 

Bank of India ....... 

4,433 

0-72 

Central Bank of India. 

3,751 

0-61 

National Ins. Co. Ltd. .••••■ 

2,980 

0-48 

Oriental Fire & General Insurance Co. Ltd. 

2,859 

0-46 

United India Fire & Gen. Insurance Co. Ltd. • 

2,670 

0-43 

Sardar Ranjit Srngh. 

2,409 

0-39 

Mrs. Rajvinder Kaur. 

2,056 

0-33 


4,74,208 

76-49 


♦Total issued shares—6,20,000. 
(Source: The applicant Company). 


Returns Received by the Foreign Shareholders 

114 The Commission had asked the applicant company to supply information on remit¬ 
tances made to the foreign shareholding company on account of dividends, royalties, technical aid fees, 
etc. since the inception of the Company. It was not possible for the Company to fuinish this in¬ 
formation since its inception and this information has been supplied by the Company for the years 
1944 to 1974. During this period, the remittances on account of dividends (gross of taxes) amounted 
to Rs. 564 lakhs and net of taxes to Rs. 461 lakhs. There have been no remittances on account of 
royalties, technical aid fees, or engineering fees. Remittances on account of interest or loans from 
the foreign shareholding company have been supplied for the last five years only and amounted to 
a little over Rs. 5 lakhs during 1970-74. Apart frcm the dividends, the foreign shareholding com¬ 
pany was also paid managing agency commission through the branch office of the Swedish Match 
Company in Bombay out of which the amounts transferred to its Headquarters in Sweden amounted 
to Rs. 103 lakhs dur ing the period 1945—1974. Thus during the last 30 years, the foreign shareholding 
company has received a net amount of Rs. 564 lakhs by way of dividends and managing agency com¬ 
mission. In addition, they have also received bonus shares amounting to Rs. 213 lakhs. On invest¬ 
ment wrth face value of Rs. 35 lakhs in 1939, the Swedish Company has repatriated dividends worth 
Rs. 461 lakhs from 1945 onwards and also secured bonus shares worth Rs. 213 lakhs. 

Foreign Exchange Impact 

1-15 The Commission had askod the applicant Company to supply information on inflow 
and outflow of foreign exchange out of its operations since inception. The Company, however, 
could supply these figures only for the last five years and these are presented in Table 2. 

TABLE 2 


Inflow and outflow of Foreign Exchange from the operations of WIMCO — 

1970 to 1974 


(Rs. lakhs) 


1970 1971 1972 1973 1974 

"1 2 3 4 5 


Inflow 

1 . 

2 . 

3. 

4. 

5. 


Share Capital 
Loans 

Export of Goods 
Any other A/C 
Total 


2-71 

1-25 

19-42 

3-24 

20-38 

2-71 

1-25 

19-42 

3-24 

20-38 
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TABLE 2— Contd. 





1 

2 

3 

4 

5 

Outflow 

1. 

Pur chase of capital goods • 

. 

8-63 





2. 

Purchase of raw materials ■ 

• 

18-81 

12-50 

25-08 

0-66 

1-42 

3. 

Payment of Royalty ■ 

• 




• • 


4. 

Payment of dividends Gross 

• 


29-70 

29-70 

29-70 

. . 


Net .... 

• 


22-42 

22-06 

22-06 

. . 

5. 

Repayment of Technical know-how 





. • 

6. 

Payment of Loans 

■ 




. • 

4-07 

7. 

Interest Payments 

• 

0-98 

0-97 

1-03 

1-14 

1-17 

8. 

Commission— 

—^On Purchases 








—On exports 

• 


. . 



0-06 

9. 

Any other payments • 

• 



- . 



10. 

Total .... 

• 

28-42 

65-59 

77-87 

53-56 

6-72 

11. 

Net outflow ; 

. 

25-71 

64-34 

58-45 

50-32(- 

-') 13-66 







(inflow) 


{Source: The applicant Company.) 


The Company ha? been mainly exporting Safety Matches, though a beginning has been made 
of exports of potassium chlorate in 1974. The Company claims to have developed export markets 
for matches in the Middle East and for Potassium Chlorate in Bangla Dash and South-East Asia. The 
Company has also indicated that in 1975 they exported potassium chlorate to Bangla Desh of the 
FOB value of Rs. 3.28 lakhs. It has also been stated that currently orders for the export of this 
product worth U.S. $24,000 are in hand. The Company has intimated that there is considerable 
scope for exporting this product to Malaysia and Indonesia, but due to shipping problems, as many 
of the shipping companies are reluctant to accept this charge which is considered to be hazardous, 
they could not take advantage of this situation. They are trying to get help from Shipping Corpo¬ 
ration of India. 

1.16 The Comtirission had asked the Company to furnish detailed information relating to 
realisations in foreign exchange from exports, in relation to the cost of production and domestic 
prices to assess the worth of these exports for the country. The Company, however, could not supply 
the detailed information required by the Commission. Information on earnings from exports in 
foreign exchange and “value at njt sales realisation of domestic sales” as supplred by the Company 
is given in Table 3. 

TABLE 3 



Exports realisations by 

WIMCO 


Year & Item 

Quantity 

exported 

Ear nings by 
way of foreign 
exchange 

Value at Net 

Sales Realisation 
of Domestic Sales 

1 

2 

3 

4 



(FOB) 


1970 

Safety Matches 

• 62,965 
gross 

Rs. 2.81 lakhs 

Rs. 2.70 lakhs 

1971 

Safety Matches 

- 40,350 
gross 

Rs. 1.25 lakhs 

Rs. 1.39 lakhs 

1972 

Safety Matches 

• 517,675 

gross 

Rs. 18.18 lakhs* 

Rs. 20.35 lakhs 
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TABLE l—Contd. 


1 

2 

3 

4 

1973 

Safety Matches 

■ 76,125 

Rs. 3.24 lakhs 

Rs. 3.14 lakhs 

1974 

Safety Matches 

gross 

. 194,600 

Rs. 15.76 lakhs @ 

Rs. 15.99 lakhs 

Potassium Chlorate 

gross 

• 50 M/T 

Rs. 2.38 lakhs 

Rs. 2.49 lakhs 


•In addition the company also exported packing machine worth Rs. 1.24 lakhs. 

@In addition the company also exported spare parts and jute bags worth Rs. 2-24 lakhs. 
(Source: The applicant Company.) 


1.17 It is rather difficult to assess the worth of exports in the absence of complete data re¬ 
quired by the Commission. However, on the basis of net domestic lealisations indicated by the Com¬ 
pany, it appears that exports are not made at a significanl loss. However the exports are quite insig¬ 
nificant as compared to the total sales of the Company, which were Rs. 14 crores in 1970 and over 
Rs. 25 crores in 1974. 

1.18 At present there are 7860 persons in the employment of the company as per details 
below : 


Managerial 

160 

Technical (Non-Managerial) 

480 

Administration (Non-Managerial) 

370 

Skilled Labour 

1275 

Unskilled Labour 

5575 

Total 

7860 


CHAPTER 2 


THE PROPOSAL 


2 01 The WIMCO’s proposal envisages the 
pective locations as under: 

production of 

industrial explosives in the res- 

1. Industrial Explosives Location No. 1 
(Maharashtra). 

Location No. II (Rajasthan) 

Industrial Explosives 

Location No. Ill (Karnataka) 

10,000 
tonnt s/year 

7,000 

tonnes/year 

7,000 

tonnes/year 

1 

j 

j-Total 24,000 
tonnes/year 

2. The Treatment of Aluminium Powder 
(Location No. 1) Maharashtra 

3,000 

tonnes/year 




Treatment of Aluminium Powder did not require the permission of the Government as this 
is a raw material prepared for use in industrial explosives. Hence this is to be excluded from the 
discussion, although it is the idea of WIMCO to go ahead with the treatment of Aluminium Powder 
in case the scheme either as a whole or in part is passed. 

2-02 The proposal is for the manufacture of bulk and packed ammonium nitrate fuel oil 
explosives and slurry explosives. Sensitisors proposed to be us^ are not stipulated, but it is indi¬ 
cated that sensitisation will be achieved by the use of chemical sensitors, aluminium powder and con¬ 
trol of airation in the slurry. The type of products proposed to be manufactured are: 

(i) Bulk ANFO 

(ii) Packaged ANFO 
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(iii) Bulk slurries/non cap sensitive 

(iv) Cartridged slurries/non cap sensitive. 

(v) Cartridged slurries/cap sensitive 

(vi) Cartridged slurries/cap sensitive and permitted for underground coal mines. 

These products (it is claimed) will be comparable to the best Nitroglycerine explosives avai¬ 
lable today in their performance, e.g. small diameter packaged slurries winch WIMCO intends to 
manufacture, it is claimed, will have a velocity of detonation of 12,000 to 14,000 ft. per second in IJ 
diameter holes, similar to most Nitroglycerine products. The bulk slurries are proposed to be deli¬ 
vered by trucks. The basic aim would be to produce non-permitted variety of explosives though the 
plant will have capabilities of producing the permitted variety also. 

2-03 Taking into account the locational consideration of the three Plants, the Plants in Rajas¬ 
than and Karnataka will only make non-permitted variety of explosives while the Plant located at 
Maharashtra is expected to produce small quantities of permitted explosives for underground coal 
mines. The proportion is proposed to be as under:— 


Rajasthan—Non-permitted explosives— 

Small diameter 
Large diameter 

40% 

60% 

Karnataka—Non-permitted explosives 

Small diameter 
Large diameter 

30% 

70% 

Maharashtra—Non-permitted explosives 

Small diameter 
Large diameter 

20% 

70% 

Permitted explosives 


10% 


2 04 The estimated capital outlay in the project is said to Rs. 344 lakhs with the following 
break up : 

Land Rs. 20 lakhs 

Building Rs. 24 lakhs 

Plant & Machinery Rs. 300 lakhs 

Rs. 344 lakhs 


These are admittedly tentative in character. The division of region-wise capital cost 
according to WIMCO will be as under: 


TABLE 4 


Division of Capital Cost (Region-wise) 


Fixed Assets 

Proposed Capital Cost 



r— 

Maharashtra 

Karnataka 

Rajasthan 


Land • • . . 

Rs. 10 lakhs 

Rs. 5 lakhs 

Rs. 5 lakhs 


Building 

Rs. 8 lakhs 

Rs. 8 lakhs 

Rs. 8 lakhs 


Machinery Indigenous • 

Rs. 70 lakhs 

Rs. 50 lakhs 

Rs. 50 lakhs 


Imported 
(at cif value) 

Rs. 60 lakhs 

Rs. 35 lakhs 

Rs. 35 lakhs 



{Source -.— The applicant Company.) 


2 05 The estimate of value of essential plant and equipment which cannot be fabricated, in 
India was first given at Rs. 130 lakhs. Raw materials, especially chemicals, to be imported were 
estimated at Rs. 3 lakhs per year from Fifth Year onwards. In course of discussion, however, by a 
letter dated 14-6-76, it was stated that imported components of the capital will not exceed Rs. 30 to 
40 lakhs split up as under : 

Maharashtra Rs. 15 lakhs. 

Karnataka Rs. 10 lakhs. 

Rajasthan Rs. 10 lakhs. 



611 


The Scheme of Finance 

2‘06 The project is proposed to be financed from internal resources and if need be by loans 
from financial institutions. No loans are proposed to be taken from interconnected undertakings. 
WJMCOwill be issuing fresh capital of about Rs. 225 lakhs by September, 1977 with the objective of 
bringing down the non-resident shareholding to 40%. The shares will be issued at such premium 
as may be approved by the Controller of Capital Issues. This is in keeping with the undertaking given 
to the Government by WIMCO at the time of the merger of the Assam Match Co. Ltd. with WIMCO 
in 1975. The Government order approving the merger under section 23(2) of the Act was dated 
22-7-75 and a copy thereof is made Annexure 4. 

2 • 07 It is proposed to undertake the project as a division of the applicant company because 
if the project were undertaken by a new company, according to WIMCO, it will have the disadvan¬ 
tage of having additional overheads in tenns of separate Managing Director and Board of Directors 
and separate Corporate Management Staff and the additional burden, according to their estimate, 
would be Rs. 3 million per annum. As far as the applicant company is concerned, as stated above 
its equity capital will have to be raised by 225 lakhs. It is claimed that not only these funds will be 
utilised for the project but the additional capital will need to be serviced and the new project will come 
in handy as additional line of activity which will yield income for the additional capital. 

2-08 Apart from the Explosives project the company has a number of other expansion pro¬ 
posals at various stages of implementation. The financial implications of these schemes is given 
below ; 


TABLE 5 


Other expansion projects of WIMCO 



Project 

Capital cost 
Rs. lakhs 

Remarks 

1. 

Paper 

Phase-I 

135 

Licence received and part implemented. 



Phase-II 

250 

Proposed to be completed by 1980. 

2. 

Perchlorates 

10 

Proposed to be completed by 1977. 

3. 

Glue 

Phase-I 

10 

Licence awaited. Proposed to be imple- 



Phase-II 

20 

mented within two to three years thereafter. 

4. 

Ossein 

Phase-I 

Phase-II 

80 

65 

Licence awaited. Proposed to be imple¬ 
mented within 18 months thereafter. 

5. 

Processed Food 

400 

Licence awaited. Proposed to be imple¬ 
mented within 3 years thereafter. 




Total : 970 



(Source: The applicant Company.) 


The main source of finance for these schemes is to come from internal sources, apart from the 
issue of fresh shares as indicated earlier. The Department of Banking, while commenting on the 
company’s present proposal, has stated that the company may not be able to find internal sources 
to the extent required for meeting the financial requirements of all these projects. 

2-09 It is claimed that having regard to the retained earnings, depreciation charged to the 
accounts, loans there will be no difficulty in sparing the funds for the Project in the years 1977, 1978 
and 1979 even after making allowance for the commitment of WIMCO in regard to their other acti¬ 
vities, viz.. Match, Paper, Glue, Perchlorates, Meat Processing, Ossein. It was also pointed out 
that if necessary WIMCO will go slow on the Project regarding paper in order to push the Pro^ct 
re: Explosives since in any case due to the difficulties arising from Farakka Dam the paper Project 
is going to be delayed. 
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2-10 The Phasing of the Project according to WIMCO is going to be as under ; 


Scheduled of Action Targetted Production 

First Year—Commencement of construction of Project in 
Maharashtra.Nil 

Second Year—Commencement of commercial production 
at the first location at Maharashtra. Commencement of 
construction of the next Plant at Karnataka • • • 4,000 tonnes 


ThirdYear—Full year commercial production from Location 
I in Maharashtra. Towards the end of the year commence¬ 
ment of commercial production at Location-II, Karnataka. 10,000 tonnes. 

Fourth Year—Partial commercial production in Location- 
II, Karnataka and commencement of construction at site 
of Location-Ill, Rajasthan ...... 10,000 tonnes. 

Fifth Year—Full year commercial production at Location- 
II, Karnataka and commercial production from Location- 
Ill at Rajasthan. 16,000 tonnes. 

Sixth Year—Full commercial production at all three Locations. 21,000 tonnes 

(Approx. 90% utilisation) 

2'11 At the time of public hearing it was stated on behalf of WIMCO that they were willing 
to consider the reduction in the total instalLd capacity either by reducing the installed capacities at 
all the three locations or eliminating one location altogether. 

2' 12 WIMCO’s estimates of likely demand of commercial explosives are as under: 


1980—81 75,000/80,000 tonnes per annum. 

1983—84 1,10,000 tonnes per annum. 


Their demand projection is based 

on the projections of the mining activity as under: 


1980-81 

1983-84 (figures in 
million tonnes) 

Coal .... 

140 

205 

Iron Ore .... 

60 

85 

Cement .... 

25 

45 

Metal Mines 

Copper/Zinc/Phosphate/Gold/Manganese etc. 20 

31 


2-13 A survey of the supply and demand pattern for Industrial Explosives was undertaken 
on behalf of WIMCO by Atkins Das Private Limited, Consultants. Their report was received in 
March, 1974. According to this report the output projections of the major minerals for 12 years 
from 1973-74 were as under: 


TABLE 6 

Projected Mining Activity 1973-74 to 1985-86 


Item 

Unit 

1973-74 

1978-79 

1983-84 

1985-86 

Coal Mill 

• tonnes 

79 

135 

203 

238 

Iron Ore 


37 

58 

75 

83 

Cement 


16 

25 

38 

45 


Total (A) 

132 

218 

316 

366 
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For Non-ferrous metals their estimate was as under : 


Item 

Unit 

1973-74 

1978-79 

1983-84 

Copper (Metal) .... 

'000 T. 

1-8 

4-5 

9-0 

Copper (Rock) .... 

Mill T. 

1-8 

4-5 

9-0 

Zinc (Metal). 

'OOOT. 

2-8 

10-0 

17-0 

(Rock) . . . . 

Mill T. 

0-3 

1-0 

1-7 

Phosphate. 

Mill T. 

10 

3-0 

4-0 

(Rock) .... 

Mill T. 

40 

7-5 

10-0 

Gold, nickels. Manganese etc. • 





(Rock) .... 

Mill T. 

30 

6-0 

10-0 

Total Rock Produced (B) • 

(mnT) 

10-1 

190 

30-7 

Total A-fB . . . . 

Mill T. 

142-1 

237-0 

346-7 

(Source ; The applicant Company.) 





Their overall projections for demand were as under: 





TABLE 7 




Projections of Demand for Explosives 



Item 

Unit 

1974-75 

1978-79 

1983-84 

1. Commercial Explosives of which • 

T 

41,000 

65,000 

1,10,000 

(a) NG Type • • • • 

T 

31,000 

35,000 

40,000 

(b) Permitted* ■ < • • 

T 

10,000 

25,000 

40,000 

(c) AN Slurries 

T 

10,000 

30,000 

70,000 


*This figure overlaps (a) and (c) figures. 
{Source: The applicant Company.) 


2-14 WIMCO has given region-wise projections for the mineral production and the conse¬ 
quential demand for explosives upto 1980. These particulars are given in Annexure 5. These esti¬ 
mates are prepared on the basis of projected mining activity in these regions and on the assumption 
that 8 tonnes of rock-breakage is secure with 1 Kg of explosives. 

2’15 The following advantages are claimed for the Project by reference to the location of 
plants. Firstly the capital cost will be low because of there being three plants instead of one. Ac¬ 
cording to WIMCO the estimates for a 20,000-25,000 tonnes Plant at a single location indicated Plant 
and Machinery requirement of about Rs. 5 crores, whereas the Plant and Equipment required for three 
Plants of a total capacity of 24,000 tonnes came to be only Rs. 3 crores. Production-wise, each of 
these three plants is an economically viable unit. However, considering the infrastructure of R&D 
and extensive marketing services required for this type of product, it was claimed that it would be 
necessary to have three such Plants to enable to company to cover these overheads. This position was 
realised from at the public hearing and WIMCO have agreed to examine the undertaking either of 
thfM plants of smaller capacities or of two plants. Secondly, savings in transport cost would be 
adiieved due to spreading out the production locations. Both I.E.L. and I.D.L. charged a differen¬ 
tial of Rs. 600 per tonne between their ex-factory storage magazine and storage magazines in States 
which are not neighbouring their factory. It is claimed that WIMCO may be able to deliver explo¬ 
sives within a radius of 250 kms. from the plant location at a cost of not more than Rs. 150/- to 
Rs. 200/- per tonne. The differential of over Rs. 400/- per tonne is almost 10% of the sales reali¬ 
sation and the benefit of this saving would utlimately be reaching the consuming public. Moreover, 
if the product is delivered directly to the user in bulk fomri, the using mine would save further trans- 
l^rtatian costs from the nearest magazine to the mine location. The distribution of production faci¬ 
lities closer to mines will also help the miners in reducing their inventory and manufacturers need 
not have heavy inventory in distant storage magazines. 

40-7 M of U & CA/ND/79 
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Thirdly, in case of an unforeseen accident or even a shut down for other causes at one loca¬ 
tion, production will be disturbed only to the extent of the capacity of that location. Security con¬ 
sideration is very important for critical input for industries which cater either for exports or for vital 
sectors of economy. 

Fourthly, the service to the consumer would also be better in terms of ready availability of the 
product which will enable them to reduce their own inventory. Closer proximity to the producer 
will also enable the consumers to indicate their requirements at short notice, directly to the manu¬ 
facturing plant. Finally with lesser inventory and shorter delivery times the storage of finished 
product will be for shorter periods of lime. This will mean lesser possibility of product deterio¬ 
ration which sometimes does happen with slurry explosives. 

Requirements of Raw materials 

2*16 The requirements of raw materials for the three Projects are shown as under;— 


TABLE 8 


Requirements of raw materials for the Project 


Raw Material 

Source 

Quantity 

Ammonium Nitrate 
(Prills/Crystalline) 

Indigenously either from FCI 
or from Hindustan Steel, Rour- 
kerla, or WIMCO may put up 
a project for the manufacture 
of this themself 

10,000 tonnes. 

Sodium Nitrate .... 

From Deepak Nitrate Ltd/Sou¬ 
thern Nitro Chem. or imported 
if necessary. 

4,000 tonnes. 

Aluminium Powder • • • • 

Indigenously from different 
powdering Companies or can 
be powdered for captive con¬ 
sumption by WIMCO. 

1,000 tonnes. 

Methylamine 

Indigenously from FCI 

400 

Misc. Chemicals 

Indigenously or imported if not 
indigenously available. 

1,000 

(^Source; The applicant Company.) 


It is claimed that by the time their product comes on stream, the indigenous/industrial capacity 
for producing these materials will be suflScient and should not cause any shortages for other users. 

2 • 17 WIMCO expects to obtain Ammonium Nitrate from indigenous sources either throu^ 
FCI or through Hindustan Steel. In the alternative, they propose to set-up facilities for the manu¬ 
facture of Ammonium Nitrate in one of two ways. One is to start with liquid ammonia and establish 
a plant for converting part of it to nitric acid and then making Ammonium Nitrate with a combina¬ 
tion of Ammonia and Nitric Acid. Secondly, they can buy ammonia and nitric acid separately from 
the open market, to manufacture Ammonium Nitrate. A Plant to manufacture 20,000 tonnes of 
Ammonium Nitrate per annum would require 30 tonnes per day of ammonia as raw material at its 
maximum. A fertiliser plant produces 1100/1300 tonnes per day of Ammonia. Ammonia will, 
therefore, be easily available. The capital investment required for manufacturing plant for Ammo¬ 
nium Nitrate according to the first alternative referred to above would be Rs. 3.5 crores. This would 
undoubtedly require revision of the scheme for finance proposed if and when setting up of such a 
plant is considered necessary. 

Foreign Collaboration Arrangements 

2-18 WIMCO are experiencing some difficulty in fixing their foreign collaborators 
claim that ordinarily foreign collaborators do not make a firm commitment unless the Indian party 
has a letter of intent. The Indian party, on the other hand, cannot ordinarily have a letter of intent 
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especially if it is a large house unless it has clearance under the M.R.T.P. Act and this clearance requir¬ 
es a detailed study of the foreign collaboration arrangements, the type of technology proposed to be 
obtained etc. to judge the feasibility of the proposal from the point of view of public interest. In 
this situation the applicant has necessarily to give as much data as is possible about the proposed 
terms of foreign collaboration and Commission also has to see whether the proposed terms justify 
the clearance of the scheme leaving it to the other authorities, viz.. Foreign Investment Board and 
Department of Economic Affairs to examine the actual terms of collaboration in greater detail and 
depth. From the correspondence made available to the Commission for examination it is seen 
that WIMCO had some inconclusive discussions with Ireco Chemicals of USA and Nitro Nobel of 
Sweeden. They finally had discussions with Hercules Incorporated of Wilmington, Delaware and 
that seems to be the only party in the arena now as far as WIMCO are concerned. The discussions 
with Hercules are also at a state at which options are open to both the sides. 

2-19 Hercules which was incorporated in 1912 is a major U.S.A. manufacturer of a broad 
line of chemicals and chemical products. Their first product was a full line of explosives, i.e. black 
powder, dynamites, blasting caps and accessories. Over the succeeding 62 years this product line 
has been a fundamental part of Hercules business. They are said to be one of the two largest U.S. 
manufacturers in the line. In 1960, Hercules accelerated the commercialization of the newly dis¬ 
covered bulk slurry explosives, and quickly established numerous.plants at locations strategic to the 
major consumers. In 1971, Hercules researchers finalised two fine families of slurry formulas, Ener- 
gel and Energel M both having blasting performance comparable to fine dynamites and both enjoying 
unique simplicity and safety of manufacture plus safety advantages in transportation and usage not 
available in dynamites. It is claimed that since 1972, Energel and Energel M have steadily replaced 
dynamites Hercules licensed Energel and Energel M technology to a Japanese manufacturer of ex¬ 
plosives and within four months after the technology was transferred they were producing slurry in 
cartridges from one inch to five inches in diameter without difficulty. 

2-20 Their product range in this line comprises ANFO, Energel and Energel M. The 
following are the special features of these: 

1. ANFO—Lowest cost explosives; use wherever possible Blasting powder roughly 10- 

15% lower than Energel family. Should not be used when holes are comple¬ 
tely filled with water, nor when rock is very hard. 

2. ENEROEL—Best for underground coal. 

3. ENERGEL M—Energy and blasting power rivals dynamites. Use for all small dia¬ 

meter blast holes (except underground coal) e.g. 1 inch to 3 inch. Use 
also for holes larger than 3 inch where ANFO not recommended. 


The manufacturing processes indicated for these products are also as under:— 

“1. ANFO —A simple standard machine meters together the ammonium nitrate and 

fuel oil, then augur packs the product into cartridges of the desired dia¬ 
meter, or into 50 ib. bags. Approximate capacity, 5,000 tons Yr. 
(1-Shift). 

2. ENERGEL —(a) One reactor vessel produces the sensitizer ingredient. 

(b) One stainless steel mixer produces the product. 

(c) One-K-P cartridging machine packages the product. Total capa¬ 
city of above basic system is about 2,000 tons per year (one shift) 
or 6000 tons per year (3 shifts). 

3. ENERGEL-M—Uses (b) and (c) equipment above.” 

2-21 Broadly the terms of the know-how will cover a lump sum payment as also a royalty. 
WIMCO expect that the lump sum payment will not exceed Rs. 60 lakhs and royalty will be a.t a 
maximum of 2% of the ex-factory selling price of the finished product, net of excise duty, for a period 
covering the first five years of commercial production. The royalty payments envisaged are as 
under:— 



616 


TABLE 9 

Proposed payments of Royalties 

Year Net of Tax Pre-tax Value of productitm 

Rs. Rs. assumed for royalty 

Rs. 


First 

• 

• 


*5 lakhs 

10 lakhs 

5 crores 

Second 

• 

• 

• 

8 „ 

16 „ 

8 „ 

Third • 

• 

• 

• 

• 10 „ 

20 „ 

10 „ 

Fourth • 

• 

■ 

• 

• 10 „ 

20 „ 

10 „ 

Fifth 

• 

• 

• 

• 10 „ 

20 „ 

10 „ 


•However, as the tax on royalties has been brought down to 40% now, the net of tax payment will be sli^tly 

higher than (originally indicated) the above figures. 

(Source; The applicant Company.) 

The initial payment will be made in three instalments, i.e. l/3rd when the agreement is taken 
on record by the Government, I/3rd on delivery of technical documentation and the balance on the 
commencement of commercial production. 

The total likely financial outgo of foreign exchange will, therefore, be:— 

(a) The technical know-how engineering fee Rs. 60 lakhs. 

(b) Royalty—net of tax: 

1st year • • • • Rs. 5 lakhs. 

2nd year • • • Rs. 8 lakhs. 

3rd year • • • Rs. 10 lakhs. 

4th year • • • Rs. 10 lakhs. 

5th year • • • Rs. 10 lakhs. 

2.22 In their letter to the Commission earlier, before the public hearing, WIMCO had stated 
that they might sound one of the Indian parties having a know-how for slurries^after getting the letter 
of intent. At the time of public hearing it was stated on behalf of WIMCO that they will be willing 
to receive technology through Indian Licensees of foreign technology, depending upon the technology 
being suitable for the type of products that they are planning to manufacture as also the terms of such 
transfer of technology. They were also willing to limit the fresh foreign technology to such products 
for which horizontal transfer cf technology was not feasible. This was in the context of auo^r made 
by IBP at the public hearing that they will consider sub-licensing of the technology to WIMCO on 
suitable terms. 

2 23 The marketing arrangements proposed by WIMCO for Industrial Explosives envisage 
direct sale to industrial consumers, backed by a technical service team consisting of Mining/safety 
engineers. According to them a special feature of their activity would be to develop the use of ex¬ 
plosives in bulk form to be delivered from the company’s production sites in bulk to the mining sites 
and loaded directly into tere holes. WIMCO expects to obtain accessories from the present pro¬ 
ducers in order to be able to offer a complete range of service to the consumers. 

2-24 The proposal was justified by the Company in terms of Section 28 of the M.R.T.P. Act 
in the following words: 

I.(a) “The proposal envisages production of Industrial Explosives which is an article listed 
under Appendix I of the IDR Act and for which the Ministry of Industrial Development 
is keen to develop additional production. This is also substantiated by the fact that the 
Government has listed this article as an additional item to be incorporated under Section 
32A of the amended 9th Schedule of the I.T. Act under Finance Bill, 1976. 

(b) The proposal is for the manufacture of slurry type of explosives which are the latest 
technological improvement in the field of explosives, as slurry type of exploaves are fast 
replacing the nitroglycerine based explosives. The slurry type of explosives have several 
benefits over the nitroglycerine based explosives as under:— 
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— increased safety of manufacture, transport and use of the product. 

— health hazards to the workers in the mines are low due to lower quantity of noxious 
fumes when detonated. 

— Slurries and bulk explosives provide better loading of bore holes giving better blasting 
efficiency. World-wide introduction of such explosives has grown rapidly and in 
many cases has totally replaced the use of old conventional type of explosives. 

“(c) The technology and the fact that we are locating our manufacturing Plants at three loca¬ 
tions i.e. in the states of Rajasthan, Maharashtra and Karnataka, will reduce transport 
costs and in some case we plan to deliver bulk explosives in bulk transport, directly to 
the mines for direct charging into the bore holes. This again, is the latest technological 
improvement, both in terms of the marketing techniques as also in terms of the usage 
of this product with benefit to the mining industry. 

“(d) The proposal to locate the Plants in Rajasthan, Maharashtra and Karnataka will also 
reduce the disparity in the geographical distribution of explosives manufacturing facilities 
existing in the cotmtry. The location is closer to the consumer in the mining centres, 
which present (sic) are serviced from afar. 

“(e) Presently the manufacture of Industrial Explosives is centred in the hands of two enter¬ 
prises viz., Indian Explosives Ltd., and IDL Chemicals Ltd., our proposal will act as a 
countervailing force on this concentration and will help to reduce the dominance of these 
Companies in the production and distribution of Industrial Explosives. 

“(f) The technology proposed to be employed is such that the capital cost is low (e.g. Indian 
Explosives Ltd. ^ve proposed an investment of Fixed Assets at the rate of Rs. 9,000 per 
tonne of finished explosives. Against this, our cost of Fixed Assets would be Rs. 1,650 
per tonne of finished product). This is a more productive use of resources. 

“(g) Our three plants are all likely to be located in backward areas. 

“11. WIMCO has the following competency in taking up the manufacture of this product:— 

(a) WIMCO has already agreed to dilute its foreign equity share holding to 40 % by issue 
of additional shares to Indians. This will make available additional financial resour¬ 
ces to the Company which will have the necessary financial strength to implement 
this proposal. 

(b) WIMCO has the necessary managerial resources to implement this project. 

(c) WIMCO is already manufacturing sodium perchlorates which is an oxidising agent 
used in slurry explosives. 


CHAPTER HI 

SUPPORT AND OBJECTIONS 

3'01 The proposal by WIMCO has been supported by Coal India and the D.G.T.D. Ac¬ 
cording to Coal India, the licensed capacity as at present (including capacity'still to be set-up) was 
1,27,000 tonnes while total requirements were estimated at 1,35,000 tonnes by 1983-84. The licen¬ 
sed capacity was arrived at by Coal India as under:— 

Company Licensed Capacity 

lEL • • • • • 35,000 tonnes 

IDL • • • • 30,000 „ 

LOX • • 3,000 „ 

FCI (Prilled AN) • • 9,000 „ 

Bhandara (CIL) • • - 5,000 „ 

IBP • • ' • 20,000 „ 

FCI (Slurry) • • . 15,000 , 

Narendra & Sons • . 10,000 


1,27,000 
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According to Coal India, explosives are the main input to maintain production of coal and it 
was, therefore, necessary to ensure additional capacity. It was pointed out that coal industry at 
present depended mainly on lEL and IDL and any breakdown, accident or strike at their works 
would cause distruption in supply and hamper coal production. According to Coal India, how¬ 
ever, it would be necessary to give priority to applicants who want to enter into the area of per¬ 
mitted explosives, preferably, NG based ones, because, according to Coal Indiaj performance of 
slurry was not encouraging so fa:. 

3.02 D.G.T.D. supports WIMCO’s proposal on the following grounds extracted from 
the encloser their letter to the Commission:— 

“Demand for Industrial Explosives: 

Consequent to the energy crisis and the emphasis on raising the production of coal, the demand 
for Industrial Explosives, which is an essential input in the mining of coal, is expected to 
rise somewhat steeply during the Vth and Vlth Plans. In fact the recent spurt in the pro¬ 
duction of coal has already led to noticeable rise in the production of explosives during 
1975 as compared to 1974—production is expected to rise by about 7,000 tonnes. During 
the next ten years more and more coal is likely to be raised through open cast mining pro¬ 
jects such as, Singrauli and it is expected that somewhat larger quantities of explosives per 
tonne of coal raised would be required as compared to the previous years. Coal production 
is expected to rise to 135 to 145 million tonnes by 1978-79 and 250 million tonnes by Vlth 
Plan end. In addition to this, there are important schemes for raising the production 
of iron ore, opening of new non-ferrous metal mines, opening up of other mines, such 
as, rock phosphate and quarrying of limestone for increased cement production etc. 
Explosives would also be required for building of dams, canals, roads, geological su^ey 
of minerals including seismographic survey of oil wealth. Taking all these factors into 
account, it has been estimated that the demand for Industrial Explosives would rise to 
84,000 tonnes by 1978-79 and may be 1,50,000 tonnes by Vlth Plan end. It would therefore 
be’necessary to have an installed capacity of about 1,00,000 tonnes by 1978-79 and about 
1,60,000 tonnes by Vlth Plan end. It Is therefore necessary to approve some more schemes 
both in the public sector and private sector keeping in view the fact that some of the schemes 
indicated above and the new schemes under consideration arc likely to spill over into the 
Vlth Plan. 

“Status of Technology: 

Throughout the world, the production of Explosives is shifting from the Conventional Nitro 
Glycerine based explosives to Slurry Explosives based on Ammonium Nitrate; this trend 
is also visible in the field of Industrial Explosives in our country. For example, the pro¬ 
duction of NG based explosives during 1975 and Slurry Explosives is expected to be of the 
order of 35,000 tonnes and 12,000 respectively whereas just four years ago the total pro¬ 
duction of Explosives was entirely based on Nitro Glycerine. Barring the two schemes, 
viz., one of Bhandara in the public sector and the other by Narendra Explosives at Lalit- 
pur, all other schemes already approved and under consideration are for setting up of 
Slurry Explosives plants. Till recently almost all the permitted explosives, i.e. explosives 
which are allowed to be used in gassy coal mines were based on Nitro Glycerine. Recently, 
however, significant quantities of permitted slurry explosives have also become ayailjable 
and are in use in coal mines with the approval of the Director General of Mines Safety. 
It is expected that further progress would be made in the development of permitted Slurry 
Explosives during the next ten years and this would lead to faster growth of Slurry Explo¬ 
sives. However, it need be mentioned here that Sluny Explosives are ideally suited for 
use in open cast mining of coal and other ores and ares, therefore, to find extensive use in 
open cast mining technology in the next ten years., Both the existing plants, however, 
are producing explosives on the basis of foreign technical and financiaE collaboration 
even though IDL Chemicals have done considerable research and development work in 
relation to slurry technology. It may, however, still be necessary to allow foreign col¬ 
laboration in the field of explosives with a view to ensure adequate production of industrial 
explosives for meeting the requirements of the mining sector of the economy.” 

3.03 The Department of Banking, which was mainly concerned with the Scheme of Finance, 
felt that WIMCO had not furnished a detailed Scheme of Finarice. They also pointed out that the 
Company had applied for other licenses earlier also, namely, paper and paper board requiring an 
investment of Rs. 6 • 6 crores; a gelatine project involving an investment of Rs. 3 crores; purchase of a 
ship at a cost of Rs. 1 • 50 crores and manufacture of PercUorates at a cost of Rs. 44-80 lakhs. Accord- 
ding to them reliance on internal resources in these schemes was substantial and it may not be possible 
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for them to raise adequate internal resources for all these projects. According to them, WIMCO 
may have to issue fresh equity capital to the Indian public and the Indian financial institutions thereby 
effecting a reduction in the sWeholding of the Swedish concern to about 40 %. It may, however, be 
pointed out that WIMCO were bound to reduce the foreign capital to 40 % by virtue of the condition 
imposed on them at the time of amalgamation of Assam Match Company with them. The Depart¬ 
ment of Economic Affairs, on the other hand, approved such Scheme of Finance as WIMCO had 
proposed, provided that the net block debt ratio was 1:0.50 and if any additional equity was to be 
raised in the process, it will be raised from Indian public and loan from financial institutions was sub¬ 
ject to the convertibility clause. They have, however, also pointed out that in accordance with the 
dilution formula WIMCO will be required to dilute its foreign holdings by issue of 25% of the capital 
cost as additional equity (including premium) to the Indian public. 

3.04 The proposal has been opposed by Indo-Burma Petroleum Company Ltd. (IBP), Ferti¬ 
lizer Corporation of India Ltd. (FCI), Narendra Explosives Ltd., IDL Chemicals Ltd., and one Shri 
Dayal Saran. AH the objectors have sent written memoranda objecting to the proposal. M/s. IBP 
Ltd., Narendra Explosives and IDL Chemicals Ltd. were represented at the public hearing and voiced 
their opposition to the proposal. 

3.05 The opposition of IBP and FCI was in principle identical. It was pointed out on behalf 
of IBP that technical collaboration agreements have been formally executed between IBP and Ireco 
Chemicals, U.S.A. and in the agreements, there was a specific provision for the FCI to acquire the 
same technology should it decide to do so. According to the IBP, the requirements of industrial 
explosives for the Fifth Plan will be adequately covered by the production from the existing units, 
approved expansions and the new capacity sanctioned and being set-up. For the Sixth Five-Year 
Plan as and when capacity for manufacture of industrial explosives would be needed, IBP claimed 
that it will be fully geared for setting-up such capacity either by expanding the plants or by setting-up 
new plants. It was pointed out that the raw material for the industry came predominantly from the 
public sector and most of the consumers of the future at least will be fully Government companies. 
It was, therefore, according to IBP, appropriate to let the public sector setrup capacity in the pro¬ 
duction of industrial explosives and this will have a regulatory effect on product availability, quality 
and prices resulting from competition between the existing units and the new public sector units. 
It was also pointed out that it will be possible for IBP to put up production capacity beyond the 
initial 20,000 tonnes without making any lumpsum payments and even the payments of royalty will 
cease after a certain period. According to both IBP and FCI, capacity of the public sector should 
be at least equal to that of private sector if public sector is to be an effective instrument of healthy 
competition in this industry. According to FCI, it was for the public sector to acquire and master 
technology in the strategic field of explosives and simultaneously engage in R & D efforts on a purely 
indigenous basis rather than depending perpetually on technical services from abroad. It was indi¬ 
cated by the FCI that the only know-how that was required by them was regarding the last step of 
formulating, blending and packaging in the high explosives end of the process. It was a simple step 
according to the FCff but there were a number of safety aspects involved and crtain technological 
features as for example of air in-corporation into the mass, are highly specialised and the technical 
collaboration was required largely for this purpose. 


3-06 It was also pointed out that when the two public sector units are prepared to put up as 
much capacity as needed, there is no justification for allowing the entry of a large Industrial House 
in this field, which will only result in further concentration of economic power and weaken the com¬ 
petitive position of the recently licensed new entrants and public sector units against existing dominant 
producers. It was also suggested that it was not advisable to allow too many parties to manufacture 
explosives and that the proposal should not be approved unless availability of the required raw mat¬ 
erials was firmly established. 

3-07 M/s. Narendra Explosives Ltd. have already got an industrial licence and Letter of Int¬ 
ent for production of 10,000 tonnes of Nitro Glycerine based explosive at Lalitpur in the State of 
Uttar Pradesh. They have also an assurance of collaboration from M/s. J. Meissner of West Ger¬ 
many. There was a delay in the finalisation of their scheme because the Government had itself asked 
them in 1972 not to proceed with the scheme till a further clearance was given and that clearance was 
given only in 1973 and licence was given to them only in February, 1975. Their main difficulty now 
is long-term finance and so far they are negotiaiing with the financial institution for help. They have 
opposed the WIMCO proposal on the ground that the requirements of the country based on the 
market survey as well as the reports of the Government will be sufficiently met by the capacity licensed 
and capacity proposed to be set-up. They also pleaded that the basic principle was to avoid con¬ 
centration of the industries in a few hands and to allow manufacture of goods of vital importance 
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by ncm-monopoly houses. According to Narendra Explosives, new entiepreneurs will not scrvive 
if new licences are granted to monopoly houses and that is any case entry to the industry should be 
allowed to those like themselves who had been in the line for some time. 

3.08 According to the IDL, total explosives capacity sanctioned by the Government other 
than lOL’s (LOX) is 1,33,000 tonnes as under:— 


Slurry Explosives :— 

IDL Chemicals Ltd.. 30,000 tonnes 

FCI (Unit-I).15,000 

(Unit-Ii).15,000 

IBP (5,000 tonnes each at 4 different locations) .... 20,000 „ 

FCI (ANFO Explosives).9,000 


89,000 „ 

NG Based explosives :— 

lEL. 28,000 tonnes 

Narendra Explosives. 10,000 „ 

Coal India/Defenoe. 6,000 „ 


44,000 


Total explosives capacity other than lOL’s (LOX) .... 1,33,000 tonnes 


This, according to the IDL, was sufficient to meet ths projected demand cf 83,000 tonnes by 
1978-79. It is pointed out that the estimated demand of 83,000 tonnes is itself an over-estimate because 
the coal target for 1976-77 has been reduced from 111 million tonnes to 108 million tonnes. It was also 
claimed that it would be premature to consider issue of fresh licences for the requirements of Sixth 
Plan and beyond, and that explosives being a capital-intensive industiy, it would be better to allow 
the existing units both in private and public sector to expand their capacities rather than encourage new 
entrepreneurs in the field. It was also contended that in the near future there would have been con¬ 
siderable improYemeni in the slurry technology being made by IDL and others which would enable 
a higher level of production with only marginal investments. It was also emphasised that in addition 
to the technology already available in the country and with IDL and with the coming in of foreign tech¬ 
nology by IBP and FCI, it should not be necessary to import further technology into this feld. It 
was submitted that over-licensing would cause considerable hardship to the new comers, particularly 
in the private sector who would be dependant for funds on the financial institutions and for raw 
materials and finished explosives on public sector undertakings. Over-licensing would also bring 
uncertainty and doubts in the minds of existing units in regard to their expansion plans. 

3.09 The Commission sent a letter to lOL to collect information regarding their production 
of Liquid Oxygen Gas (LOX) used as an explosive. In response to this lOLsuppli^ the information 
and also stated that the use of liquid oxygen explosive has proved to be very suitable and economical 
in open cast mining and no foreign collaboration or imported raw material was required for tlw same. 
Current cartridging manufacturing capacity of lOL was 3,000 tonnes of explosives, but tte pro- 
duciion was only 1,455 tonnes for the year 1974-75 and 1,558 tonnes for the year 1975-76. According 
to their estimates, production of liquid oxygen would be 2,500 tonnes by 1978-79 and 7,000 tonnes 
by 1983-84. According to them, the capacity of the present producers and those of whom licences 
or letters of intent were issued was sufficient to meet the requirements of the country for the fore¬ 
seeable future. 


CHAPTER IV 

ANALYSIS OF THE PROPOSAL 

4.01 The proposal has to be examined first from the point of view of its feasibility in the 
context of the industry as a whole and next from the point of view of its inherent merits and demerits. 
In the context of the industry as a whole, the first and the main aspect to be examined is about the 
existing and projected demand for the Industrial Explosives and the available and anticipated sources 
of supply. 
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4.02 Estimates of likely demand by the end of 1978-79 have been recently prepared and re¬ 
viewed by the members of the Explosives Committee headed by the Coal Controller, Government 
of India. The deiails are given in Table 10 Annexure-6. The demand for explosives for mineral 
production has been assessed by this Committee on the basis of the projection of increase in pro¬ 
duction made in the Plan documents. The assessment of the requirements of other sectors which 
include the Civil Engineering Sector and Border Road Organisation hrs been given as indicated by the 
representatives of the explosives manufacturers. On the targetted production of coal and lignite of 
141 million tonnes by 1978-79, the requirements of explosives have been projected at 46,600 tonnes. 
The blasting ratio, i.e., the ratio between quantity of explosives required and likely coal production, 
implicit in this estimate is about 330 tonnes of explosives pei million tonnes of coal production. The 
requirement of explosives for mining other than coal has been put at 24,400 tonnes by this Committee, 
thus adding to a total requirement of explosives of 71,000 tonnes per mining purposes. The Com¬ 
mittee accepted the figure of 20,000 tonnes as given by the manufacturers’ representatives as estimate 
of requirements of other sectors. The total requirement was thus put 91,000 tonnes for 1978-79. 

4.03 The Guidelines for Industry, 1976-77, gives a demand estimate of 85,000 tonnes of 
explosives by 1978-79. The capacity required for producing this quantity has been put at 100,000 
tonnes, assuming capacity utilisation at 85%. The DGTD has indicated a demand estimate of 
84,000’tonnes by 1978-79. Coal India Lto. (CIL) have indicated that the demand for explosives in 
1974-75 was 42,000 tonnes of which coal mining industry was expected to use about 20,000 tonnes. 
According to ciL, the demand by 1978-79 (including requirements of Border Road may be anticipated 
at 93,000 tonnes, of which the coal mining industry will account for 50 %. The Planning Commission 
has indicated that while no specific targets have been laid down in the Draft Fifth Plan for commercial 
explosives, the requirements were assessed by various agencies from time to time. The Planning 
Commission estimated in May, 1975, that the likely requirements in 1978-79 may be of the order of 
80 000 tonnes. In the estimates given by the Department of Coal, however, the estimate of the Plan¬ 
ning Commission is put at 78,000 tonnes as against about 91,000 tonnes estimated by the Deptt, 
of Coal (See Table HE in Annexure-6). 

4.04 IBP has put its estimate at 84,693 tonnes as per Table 12 Annexure-6. The IDE Chemi¬ 
cals estimate is at 79,335 tonnes as per Table 13, Annexure-6, Narendra Explosives put it at 83,000 
tonnes (Table 14 Attnexure-6). The lEL has projected the demand for explosives by 1978-79 at 86,100 
tonnes as given below:— 

TABLE 15 

Demand Estimates for Explosives by 1978-79 as prepared by lEL 


Industries Require¬ 

ments 


Mining Sector Tonnes 

Coal/Lignite ... • 46,200 

Iron/Manganese.8,300 

Lime/Dolomite.5,500 

Copper. 4,(X)0 

Other Minerals.3,000 


Total mining • 67,000 


Non-Mining Sector 

DGBR.2,000 

Roads and Railways.3,000 

G. Hydel Projects.5,000 

Minor Irrigation & Well-sinking.8,500 

Harbour Projects. 600 


Total Non-mining • 19,100 


Grand Total • 86,100 


Source; Indian explosive Limited. 
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4-05 The demand for coal/lignite mining has been estimated by lEL on the basis of a target 
of 135 million tonnes of coal production in 1978-79. The bit sting ratio used for estimating the 
requirements of coal mining has been assumed to increase from 225 tonnes in 1974, to 327 by 1978-79. 
It has been staled that this ratio inciec.sed from 154-2 tonnes in 1969 to 225 tonnes in 1974. lEL 
has indicated that the trend towards an increase in the biasing ratio duiing this period is likely to 
accelerate further during the Fifth Year Plan period i s pick mining is likely to be completely replaced 
by blasting significant increase are likely in the use of solid blasting techniques, and larger increase 
are expected in production from open cast mining as compared to underground mining. Open cast 
mining requires more explosives per tonne of coal production than undergroed mining. For iron and 
manganese ore mining, lEL has prepared its estimate on the assumption of likely production of 62 mil¬ 
lion tonnes and a blasting ratio of 134. (The ratio observed during 1974 was 119). For copper, require¬ 
ments of 4000 tonnes of explosives by 1978-79 h.' ve been estimated on the assumptions of a production 
target of 5 million tonnes of copper ore and the requirement of explosives at 800 tonnes per million 
tonnes of copper production. M/s. Chowgules’ estimate of demand was 91,000 tonnes in the year 
1978-79 and 137,000 tonnes in the year 1983-84. The estimates of WIMCO were 65,000 tonnes for 
1978-79 and 110,000 tonnes for 1983-84. 

4-06 From the data given above, it will be seen that there is not much difference of opinion 
regarding the estimates of demand, specially for the next few years. For the mining sector, the 
estimate of the Department of Coal is the highest at about 71,000 tonnes. The Planning Commission’s 
estiniate for the mining rector is 58,000 tonnes. Indo-Burma Petroleum, a public sector corporation, 
claims to have made a careful estimate of demand and has arrived at a figure of 64,700 tonnes. lEL 
has estimated the demand at 67,000 tonnes. Chowgules have not estimated the demand for mining 
sector separately, although they have given elaboiate details regarding mining production, actual 
for the past and estimated for the future. One can, therefoie, take it that the oemand from the mining 
sector by 1978-79 is not likely to exceed 65,000 tonnes per annum. Taking into account the fact 
that at present, due to accumulation of coal stocks, the mines are facing difficulties, it is not unlikely 
that the target of 140 million tonnes of coal for 1978-79 may have to be revised downwards. That of 
course would depend to some extent on the general tempo of economic and industrial growth. In 
any case, it does not appear that the demand for explosives from the mining sector will exceed 65,000 
tonnes by 1978-79. 

4-07 As regards the non-mining sector, the basis for the estimate appears to be much less 
firm than that for the mining sector. In a number of estimates, a figure of 20,000 tonnes pei annum 
has been assumed for the non-mining sector without any detailed breakup. lEL has given a detailed 
breakup. In their estimate, the requirement of the Directorate General of Border Road (DGBR) 
by 1978-79 is put at 2,000 tonnes, while according to DGBR itself, the requirement of explosives 
would be as follows:— 

TABLE 16 

Planned requirements of Explosives by DGBR 


Tonnes 


1975- 76 1550 

1976- 77 1650 

1977- 78 1550 

1978- 79 1050 

1979- 80 950 


Source: DGBR 

Thus the requirement in 1978-79 is shown only as 1050 tonnes as against 2,000 tonnes estimated 
by lEL. Taking into account the fact that other estimates are placed at about 20,000 tonnes and 
lEL estimate is about 19,000 tonnes and also the fact that for the DGBR, lEL’s estimate is larger by 
about 1,000 tonnes, it may not be inappropriate to conclude that the demand from the non-mining 
sector by 1978-79 is not likely to exceed 15,000 tonnes. Therefore, the total demand by 1978-79 
is likely to be less than 80,000 tonnes. Assuming 80 % utilisation of capacitv as against 85 % estimated 
by the DGTD, it may be safe to say that a licensed and installed capacity of 100,000 tonnes would be 
necessary in 1978-79 in order to satisfy the maximum expected demand by that year. 

4-08 As this Enquiry is being held in 1976 and the Government decisions on a number of 
applications are likely to be made only after August 1976, the expected demand for the years following 
1978-79 IS also of much importance in this connection. Chowgules have estimated the demand at 
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134,000 tonnes for 1983-84 on the basis of 10% growth in mining and further increase on account of 
specific proposals. lEL has estimated the demand for explosives in 1983-84 as follows:— 

Mining. 109,000 tonnes 

Non-Mining .. 31,000 tonnes 


Total ........ 140,000 tonnes 

In arriving at this estimate, lEL have stated that they have taken into account production tar¬ 
gets for various minerals set by various Government agencies and they have made certain assumptions 
about the blasting ratio. The estimate for non-mining sector is based on projection of past trends, 
plans given in various documents for Government projects and discussions with various authoriti^. 
According to the Department of Coal, tentative estimates for 1983-84 prepared by different agencies 
are as follows: 

Planning Commission. 128,921 tonnes 

I.B.P. ... . 138,625 tonnes 

Department of Coal • .. 147,865 tonnes 

The details about how these projections have been worked out are not available. It may how¬ 
ever he assumed that the demand in 1983-84 is not likely to exceed 140,000 tonnes per year of blasting 
explosives. On the basis of 80% utilisation of capacity, the licensed and installed capacity by 1983-84 
would, therefore, have to be 1,75,000 tonnes per annum of blasting explosives. The Guidelines for 
Industries 1976-77’ issued by the Department of Industiial Development however state that it would be 
“desirable to aim for an installed capacity of 200,000 tonnes by 1985”. It was explained by a represent¬ 
ative of Government at the Public Hearing that certain assumptions are made regarding the percentage 
of licensed that do not fructify. But it appears that an installed capacity of 200,000 tonnes would be 
excessive for 1983-84. What would be desirable is a licensed capacity of 175,000 tonnes which can 
reasonably be expected to be installed and operated by that year. 

The Prospects for Supply: 

4-09 As against the anticipated demand, wa have to take into account the anticipated sup¬ 
plies not only for 1978-79 but also for 1983-84. The present production of explosives is controlled 
by two manufacturers, namely, lEL and IDL Chemicals. The licensed and installed capacity of these 
two is given below:— 

TABLE 17 

Licensed and Installed capacity for the manufacture of explosives 

Name Licensed Installed 

Capacity Capacity 

_ (in ton nes) 

1. M/s. Indian Explosives Ltd.. 36,000* 36,000 

2. M/s. IDL Chemicals. 22,500 15,000* 

58,500 51,000 

♦This excludes the capacity of the Hyderabad Unit—7,500 tonnes—which is said to have commenced trial 

production recently. 

Source; DGTD. 

Our analysis about the actual potentialities of the existing plant of lEL as borne out in our enquiry 
in lEL’s case suggests that they have basically a capacity to produce 42/43000 tonnes per annum 
of explosives without any significant addition to plant or machinery. It has already been noted that 
lEL is already pioducing explosives of the order of about 35,000 tonnes per annum while IDL attained 
a production level of 9741 tonnes in 1975. The IDL Chemicals have stated that they could have 
produced more if there was demand; but with inadequate demand and the increasing output of 
the already well-established producer, viz., lEL they have not been able to utilise their installed 
capacity fully. In addition to these, two established producers of commercial blasting explosives there 
are two other sources of materials which satisfy the requirements of explosives. These are: (1) Indian 
Oxygen Ltd. and (2) Fei'tilizer Corporation of India. Indian Oxygen Ltd. supplies liquid oxygen 
explosives (LOX). The cartridge for it is manufactured in lOL’s factory at Rauch,i while liquid 
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oxygen is obtained from the various air separation plants near mining areas. No industrial licence has 
been obtained for the manufacture of cartridges, as because of the small employment in the factory 
the unit is exempt under the I (D & R) Act. lOL have stated that their current cartridge manufactur¬ 
ing capacity is equivalent to 3,000 tonnes of explosives pei annum. Their actual output in terms of 
tonnes of explosives has been as given below: 

TABLE 18 


Production of Liquid Oxygen Gas used as an Explosive 


Year ending 


Quantity 
of LOX 
(tonnes of 
explosives) 




31-3-1972 . 

31-3-1973 1>556 

31-3-1974 1.401 

31-3-1975 1.455 

31-3-1976 1.558 _ 

Source: Indian Oxygen Limited. 

lOL have Stated that a number of mining organisations are using LOX for open cast mines. 
These include Central Coal Fields, a subsidiary of Coal India, National Mineral Development Corpo¬ 
ration Tata Iron and Steel, Indian Iron aiKi Steel, Hindustan Steel, Neyveli Lignite and Orissa Mining 
Corporation. It has been explained that there is currently some shortage of liquid oxygen in the 
mini^ area which has prevented further use of LOX as explosives. 

4.10 It has been mentioned earlier that one of the developments in the period after the Second 
World War in the field of explosives was the use of a ammonium nitrate fuel oil (ANFO). This is a 
comparatively simple and cheap explosives, but it has certain limitations of its use. The Fertilizer 
Corporation of India, which produces ammonium nitrate of the explosives grade, has been marketing 
it for use as explosives in combination with fuel oil. Its capacity for the production of t mmonium 
nitrate is 9,000 tonnes and FCI has stated that it is already marketing this product to the extent of 
6 000 tonnes. They are expecting that demand for the entire quantity of 9,000 tonnes will develop in the 
near future. The representatives of FCI have further explained that ANFO, being a cheap substitute 
for traditional explosives—its coast is about 60% that of traditional explosives—its use needs to be 
rropularised. In the USA, according to them, quite a substantial proportion of explosives requirements 
are met by the use of ANFO. Efforts are going on all over the world to streamline the use of ANFO 
so as to reduce the limitations on its use. The FCI intends to undertake further efforts to popularise 
the use of ANFO as this will save national resources with the substitution of a costlier by a cheaper 
material. It is expected that the use of ANFO will increase to about 15/17000 tonnes by 1978-79. 

4.11 The status of the schemes, which have already been approved by the Government 
Of are under consideration for the production of Industrial explosives (as indicated by the DGTD) 
is given below; 

TABLE 19 


Status of new scheme for the manufacture of explosives 


Name 


Location 


1, M/s. IDL* Chemical Hyde- Hyderabad, Andhra Pra- 
rabad. desh. 


Approved Status of Imple- 
Capacity mentation 

4 5 

7,500 Slurry Explosives. Laud 
tonnes. acquired, building con¬ 
structed. Order for capi¬ 
tal goods placed. As no 
imported capital goods 
are required and techno¬ 
logy is available with the 
applicant, production is 
expected by April, 1976. 
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TABLE l9~-Contd. 

1 2 3 ~~ 


M/s. IDL Chemicals, Rour¬ 
kela. 

ROurkela, Orissa. 

7,500 

tonnes 

M/s. Narendra Explosives. 

Lalitpur U.P. 

10,000 

tonnes 


Coal Mining Authority/Dir. Bhandara, M.P. 

5,000 

Gen. of Ordnance Factories, 

tonnes 

Public Sector. 



Indo-Burmah Petroleum, 

Korba, M.P. 

18,000 

New Delhi. 


tonnes. 

Indian Explosives Ltd. 

Gomia Bihar. 

7,000 

tonnes 

Indian Explosives Ltd. 

Somewhere in Western 

15,000 

Gomia (New Unit) 

India or Central India. 

tonnes 


5 


Slurry Explosives. Pro¬ 
ject is to be implemented 
after the Hyderabad 
Scheme. Production ex¬ 
pected during early 1978. 

Conventional Nitro Gly¬ 
cerine based explosives. 
CG cleared, foreign colla¬ 
boration cleared. The 
project however is not 
making satisfactory pro¬ 
gress and is not expected 
to materialise before 1978. 

Conventional Nitro Gly¬ 
cerine based explosives. 
The public investment 
board has cleared this 
project in July, 1975, for 
an investment of Rs. 6- 5 
crores. The project is 
planned to be completed 
in 36 months. It is there¬ 
fore, likely to go into pro¬ 
duction in middle 1978. 

Slurry Explosives. The 
applicant has applied for 
foreign collaboration. 

Regularisation of addi¬ 
tional production recom¬ 
mended by DGTD. 

Type of explosives not@yet 
decided. The case pro¬ 
cessed and recommend to 
LC/MRTP. Final decis¬ 
ion awaited. 


*This is already iadicatcd in the licensed capacity given at the begining of this Section. 
©Licence alre^y given. 

{Source ; DGTD.) 


IDL Chemicals: 

4.12 It is necessary for us to briefly review the prospects of these proposals materialising. 
As regards the two schemes of IDL Chemicals. It appears that they will not present inuch ot a pro¬ 
blem. It is under-stood that the explosives plant at Hyderabad is already erected, ^nal prt^ucuon 
has already been started and will be inaugurated shortly and some production may be «tablisheo 
ing the current year itself. It may not, therefore, be inappropriate to assume that the plant writ oe 
capable of coming into full production in 1977-78. As regards their proposal to add a capacity or 
7,500 tonnes to their present explosives plant at Rourkela, they have indicated that they are now miaiis- 
ing a continuous process of operation in that plant. The development is in advanced stage ana i i 
expected by them that production could be stepped up within a short time. In any case, theretore, i 
appears likely that this scheme would also materialise by 1978 so that additional capacities to 
extent of 15,000 tonnes per annum will be coming into operation by 1978 

CIL-DGOF: 

4' 13 A plant for the production of NG based explosives at Bhandara is being se^up joiiitly 
by the Coal India Ltd. and the Directorate General of Ordnance Factories (DGOF). The Conmission 
has been assured that the project is steadly progressing. It is likely to go into Production^y raia- 
1978. It has been further pointed out that while the stable capacity of the plant would be 5,000 tonnes 
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per annum, the plant would be capable of producing 7,500 tonnes though, from the point of view of 
ensuring standby capacity, the concerned authorities would rather avoid doing so. Such additional 
production can be established by 1980-81. A further point made by the DGOF is that additional 
capacity for nitroglycerine was being created and such surplus would be available by 1981-82 in quantit¬ 
ies adequate for the production of 6,000 tonnes explosives per annum. From the existing facilities 
with the DGOF, it is also possible to make available nitroglycerine for the production of 6,000 tonnes 
of explosives per annum. At the moment, with transport difficulties, no existig plant can use this 
material. The question about how these supplies of nitroglycerine can be used for additional pro¬ 
duction of explosives has not yet been decid^ by the Government. There would be adequate raw 
materials available for the production of about 12,000 tonnes per annum of explosives based on nit¬ 
roglycerine. 


Narendra Explosives: 

4.14 As regards Narendra Explosives, it may be mentioned that they were granted a letter 
of intent in May, 1972. However, the Government informed them in June 1972, that they should not 
take any further action on the letter of intent as the Government was reconsidering the whole position 
with a view to confining the future development of explosives to the public sector. It was only in 
June, 1973 that they were again informed that they could proceed with their project. Industrial 
Licence was granted to them in February, 1975. Narendra Explosives have informed the Com¬ 
mission that they have already been given land measuring 1,000 acres for the project by the State 
Government in the industrially backward area of Lalitpur District in Uttar Pradesh. In order to 
meet the immediate requirements of the country as welt as to gain experience, they have started a pilot 
project at Dehra Dun and this has been approved by the Government. Orders have been placed 
for this pitot plant and this is expected to go into production in 1976. In the meanwhile, some manu¬ 
facture of cap insensitive explosives has been taken up and samples of these have been got approved 
from the Directorate of Explosives. As regards the main project, they have stated that they have 
secured foreign collaboration with a reputed European producer of explosives, viz., M/s. J. Meis¬ 
sner of West Germany and the terms of collaboration have already been approv^ by the Government. 
The Government has also already approved the capital goods import for the proposed plant. The 
only aspect that appears to be still under examination is regarding the financial support to be extended 
by public financial institutions. Narendra Explosives expected that this aspect would be cleared 
shortly. Their expectation is that once finance becomes available from the financial institutions, 
with all the other steps already taken, it may not take more than 14 months for them to complete, 
the project and commence operation. Though this is a medimn—almost small unit—the entre¬ 
preneurs have experience of this activity. Narendra and Company, an associate unit, is already 
manufacturing gun powder and safety fuse since 1964. Doon Udyog Ltd., another associate unit 
has been a distributor of explosives and has storage magazine arrangements in the Himachal Pradesh, 
Uttar Pradesh, and Rajasthan. The management appears confident that, if insuperable difficulties 
and hurdles do not come in their way, they will be able to establish the project in a short time. It 
appears to us that most of the formalities regarding the development of the project having been com¬ 
pleted and necessary Government approvals obtain^, the project has a good prospect of materialising. 
We do however appreciate that it may take some time before the financial institutions to take a decision 
on providing financial support and therefore the proposal may not materialise before 1978. 


IBP: 


4.15 The letter of intent given to Madhya Pradesh Audyogik Vikas Nigam, has how been 
taken up by Indo-Burma Petroleum Company Limited (IBP), a public sector undertaking. A letter of 
intent for an aggregate capacity of 20,000 tonnes of explosives per year has been issued by the Govern¬ 
ment of India to IBP in November, 1975. The proposal is to have four plants, all located in Madhya 
Pradesh—^two at Korba, one at Katni and one at Itarsi. Sites at all the three locations have been sur¬ 
veyed and identified and clearance obtained for land acquisition. The Government of India has 
already approved the investment proposal in respect of two of the four plants, while the investment 
for the remaining two plants has been approved in principle. A foreign collaboration agreement 
with a reputed y^erican Company—IRECO—has been concluded and this also has been approved 
by the Government. On the basis of this collaboration, it is expected that Slurry explosives, both of 
permitted and non-permitted varieties, would be reduced in a composition as required by the market. 
IBP’s expectation is to put up one plant a year and thus, with the first plant being initiated in 1976, 
all the four plants will be completed by 1980. Their expectation is that commercial production will 
commence within one year from the start of work on a plant and full capacity will be reached within a 
few months thereafter. On this basis, IBP expects to be able to instal a capacity of 5,000 tonnes 
per annum by the end of 1977 and add an equal capacity every year till the total capacity of 20,000 
tonnes is reached. In support of this schedule, IBP has pointed out that their collaborators have put 
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up a plant in Japan which started full production within one year frona the time the collaboration ar¬ 
rangements were concluded. IBP’s claim is that full production can be established in a few months 
after initiating commercial production. 

Fertilizer Corporation 

4.16 It appears that following a decision taken by Government that further capacity for the 
production of explosives should be created in the public sector to the extent possible, FCI was asked 
to explore the possibility of setting up such capacity. As a result of these explorations, FCI has 
prepared a proposal for setting up an effective production capacity of 15,000 tonnes of Slurry explos¬ 
ives based on ammonium nitrate, and a capacity of 20,000 tonnes is proposed to be installed to attain 
this production. A special point in favour of FCFs proposal is that they have considerable surplus 
capacity for the production of ammonium nitrate, a basic material for the production of Slurry explo¬ 
sives and that, as a result of new developments in the fertilizer industry, this capacity will become 
surplus in the near future. Thus, setting up for the production of Slurry explosives capacity so as to 
use this surplus ammonium nitrate would help ensure the economical use of a plant that would 
otherwise be redundant. FCI, with its long back ground in the production of heavy chemicals, 
has claimed that it has got the necessary tecluiical capability to take up this task and complete it 
within a short time. It is the claim of FCI that once all the Government’s clearances are available, 
it will take them two years to set-up a plant and bring it into operation. 


4.17 One difficulty in the way of FCI appears to be the failure to reach agreement with a 
suitable foreign collaborator. Earlier, the idea appears to have been that IRECO would provide 
technical collaboration both to IBP and FCI if the latter wanted it. But FCI was attempting to secure 
technical collaboration with Du Pont. This proposal did not materialise apparently because of 
differences regarding the terms on which other intending explosive producers— especially in the pri¬ 
vate sector could obtain the technological information given by Du Pont to FCI. The result is 
that Du Pont has decided to collaborate with Chowgules if the latter obtain permission to set up 
an explosives manufacturing unit and FCI is left without a technical collaboration satisfactory to them. 
Their project appears to have, therefore, received a certain setback. Their representative informed 
the Commission that for the time being FCI would concentrate on developing the market for ANFO 
as an explosive. 

4.18 In regard to lEL’s proposal for expansion by our report dated 30th July, 1976 we have 
recommended that the proposal should be rejected. By our report of even date, we have recommeiid- 
ed the approval of the proposal of Chowgules for the manufacture of 20,000 tonnes of commercial 
explosives. 

Balance of Demand and bupply; 

4.19 It will thus be seen that the existing licensed and installed capacity is 70,500 tonnes per 
annum (36,000 lEL, 22,500 IDL, 9,000 FCI and 3,000 lOL). This leaves a gap of about 30,000 toniies 
per annum for additional capacity to be licensed and brought into existence thus creating a capacity 
of 100,000 tonnes so as to satisfy the expected demand of not more than 80,000 tonnes by 1978-79 on 
the basis of 80 % utilisation of capacity. We have already seen that the capacity already approved by 
Government, the proposals regarding which have made significant headway amount to 42,500 tonnes 
per annum. These includes— 


IDL • 

IBP • 

CIL/DGOF 

Narendra 


7,500 tonnes 
20,000 tonnes 
5,000 tonnes 
10,000 tonnes 


42,500 tonnes 


From the information given above, it would not be wrong to conclude that the capacity proposed 
to be installed by IDL Chemicals and DGOF/CIL, will fully come into existence by 1978-79. It would 
also be correct to assume that IBP would be able to put up a capacity of at least 10,000 tonnes if not of 
15/20,000 tonnes by 1978-79. Regarding the proposal of Narendra Explosives, while it has made 
considerable headway, its progress depends upon finance being made available by public financial 
institutions. It appears to us that one aspect that the institutions may well look at critically would 
be whether there would be adequate demand fcr the proposal to be financially viable. It will have. 
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therefore, to be assumed that the approval b> financial institutions of the proposal of Narendra Explo¬ 
sives would to some extent depend upon whether many other proposals and specially the proposal of 
lEL, which is presently dominant in the industry, is approved or not. In any case, therefore, a capacity 
of at least 22,500 is most likely to be brought into existence by 1978-79 on the basis of the proposals 
already approved. If the market prospects for the proposal of Narendra Explosives remain good, 
a further 10,000 tonnes capacity will be brought into existence. In addition to this, the FCI expects 
to market an additional 10,000 tonnes of Ammonium Nitrate for use in the form of ANFO. This 
analysis suggests that there is not much necessity to bring about any major addition to licensed capacity 
for the purpose of satisfying the expected demand by 1978-79. 

4.20 It could, however, be said that 1978-79 is not far away and, with the importance that 
coal is being given in the future development of the country and therefore the importance of the pro¬ 
duction of explosives, it is necessary that steps should be taken from now for meeting the 
expected to arise in the Sixtti Five Year Plan period, ^e have already seen that the demand expected 
by the end of the Sixth five Yeai Plan would amount to 140,000 tonnes per annum and therefore a 
capacity for 175,000 tonnes per annum will have to be created by that time. When we consider the 
Sixth Five Year Plan period, we may assume that all the capacity approved upto now except perhaps 
that of Narendra Explosives would definitely come into operation. Narendra Explosives may also 
come into operation if there is an adequate market for explosives. Thus a total capacity of 110,000 
tonnes per annum (plus perhaps 10,000 tonnes of ANFO) would be in existence in the early part of the 
Sixth Plan period. There would, thus, be scope in the latter half of that period for an additional 
capacity of about 55/65,000 tonnes per annum. 

4.21 This being the state of anticipated demand and supply, it is necessary to envisage the 
structure of Explosives Industry in the coming years indicated by the scale of preference dictated by 
considerations set out in Section 28 of the M.R.T.P. Act. That Section enjoins on the Commission 
to take into account all matters which appear in the particular circumstances to be relevant and also, 
the general economic position of the country. Against this background, certain objectives ara to be 
kept in view and the objectives relevant to the proposal under examination are: achievement of the 
production, supply and distribution by most efficient and economical means, of goods of such types 
and qualities, in such volume and such pricet. as will best meet the requirements of the Defence of 
India, and home and overseas markets; the best use and distribution of men, materials and industrial 
capacity; technical and technological improvements in industry and expansion of existing markets 
and opening of the new markets; encouragement of new enterprises as a countervailing force to the 
concentration of economic power to the common detriment; regulation of the control the material 
resources of the community to subserve the common good; and reduction of disparities in the develop 
ment between different regions and more especially in relation to areas which have remained markedly 
backward. 

4.22 We have given considerable thought to all these aspects and kept a perspective of the 
explosives industry in the coming years in view as it should be according to the criteria laid down 
under Section 28. Accordingly, we have recommended in our report on the proposal of lEL, that 
there is no more scope for the expansion of the Indian Explosives Ltd. in the explosives industry either 
by way of expansion of the present undei taking or by setting up of a new undertaking apart frbm 
the existing undertaking. They are already producing 36,000 tonnes of NG based explosives against 
the sanc^oned capacity of 28,000 tonnes by utilising what is called the standby equipment. The total 
production was between 45 and 46,000 tonnes. Their share of the market was, therefore, more than 
75%. Existence of such a large producer in the market automatically scares away intending new 
entrepreneurs and makes it difficult for newcomers already in business to make any headway. Even 
assuming that their market behaviour was not questionable, it will not be desirable to let any single 
producer have such a large share of the market if the economic health of the country is to be preserved. 
This was particularly so in case of a commodity like explosives which is of critical importance for the 
development of economy as it is required as an essential input for the development of raining, roads. 
Irrigation, etc. In respect of such a commodity, the community should not be in such a position that 
it has no alternative but to allow the existing producer to expand at the peril of disrupting the whole 
programme of production in respect of important sectors of the economy. The fact that lEL was 
a subsidiary of a giant multi-national foreign Company further underlines the need for calling a halt to 
the expansion of its undertaking because it involves remittance of money to foreign countries, which 
if it cannot be avoided should at least be held at the level which is inevitable. The history of lEL over 
the last 20 years clearly shows that they had been first in the field by reason of the fact that they were 
originally the channels of import of explosives, that it had become necessary to allow them to establish 
as manufacturers to meet the growing needs of the community in a vital mateiial and that in the 
absence of an alternative source of supply, the Government was quite helpless in stalling ils growth. 
The difficulties experienced by the new unit in the industry (i.e. IDL) even though backed by foreign 
know-how, aho suggested that even without making any overt efforts, the existing large producer 
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had certain inherent advantages which made it diflBcuIt for the newcomers to offer equal competition. 
The Traditional consumer preferences for familiar items of consumption reinforced by a craze for 
commodities with foreign connections make it diflScult for the newcomers to penetrate into the market 
and give an advantage of no uncertain weight to the existing large-scale producer. This position can 
be changed only if a halt is called to the growth of a multi-national giant in the Industry and the field 
is left open for free and a fair competition to other producers whether in the public or in the private 
sector. In short run, such a course will involve some sacrifices on the part of the community. The 
prices of the commodities produced by the new units may not be as attractive as the prices of the 
commodities produced by the existing producer. There may also be disparity in quality of the pro¬ 
ducts. There may be delays in bringing the production to the required schedule but there can be no 
doubt about the long run advantages to the community of having an industry in which no producer has 
a dominant position. The inherent tendency to exploit the consumer will be checked, overall pro¬ 
duction will increase and there will be competition among technologies of different producers which 
will give incentive to innovation and improvement in the technique of production all-round. It is for 
these reasons that we have recommended that there should be no expansion of the undertaking of 
lEL. 


4.23 That brings us to the question whether public sector should have a dominant share in the 
Industry. It was suggested that in the industry, large share of the raw materials is supplied by the 
public sector. It is also suggested that with the State takeover of the coal mines, consumption of the 
explosives by the public sector projects is also on a large-scale. These two advantages would no 
doubt weigh in favour of the public sector but they are not enough by themselves. A public sector 
undertaking supplying the raw material can undertake to produce the explosives only if it can produce 
them as cheaply as the other producers and if they can market them as profitably as the other produc¬ 
ers. Similarly, a public sector undertaking using the explosives can go in for manufacture only if by 
that process it can secure explosives at a cheaper rate than before. But the public sector under¬ 
takings in question will no doubt start with an advantage and with a proper technological support 
can realise the objectives set out. Security of the market and/or supply of raw material are advant¬ 
ages which will definitely avail the producer in competition and it is for these reasons that we would 
like the public sector undertakings to enter this industpf in a considerable measure. We cannot, 
however, take into account projects which are not even in an embryonic stage. While assessing the 
production capacity of the immediate future years, we can take into account only those projects whe¬ 
ther in the public sector or private sector which on an objecive analysis of circumstances are likely 
to reach the take-off stage in the near future and contribute to the production in the first half of the 
Sixth Plan period. It is for these reasons that while taking into account the projects of IBP and 
DGOF, we are unable to make allowance for the project of FCI except the one relating to ANFO. 
We are anxious to ensure that adequate supplies of this critical commodity are avilable so that the 
vital sector of the economy is not affected for want of the same. On &e production of coal will depend 
the future supplies of much needed energy. On the production of iron ore, depends a major source 
of our foreign exchange. We would therefore like to err, if at all, on the side of generous estimate 
while planning for production of explosives which are a critical input for mining of coal and iron. 
This is particularly so because public sector undertakings in these vital sectors of economy are them¬ 
selves interested in securing supplies of this commodity in the coming future. It is not without signi¬ 
ficance that Coal India Ltd. and DGTD have supported the proposal under examination. The 
public sector projects, which have already reached a fairly advanced stage, are in no danger of being 
stifled if other new units are allowed to go into the indutry, the demand situation being what it is. But 
we are unable to stop other units from entering industry where other public sector undertakings are 
not maturing. By our Report of 30th July, 1976 we have recommended the approval of the proposal 
of Chowgules for manufacture of 20,000 tonnes of explosives in the State of Karnataka. Demand- 
wise, there is room for other producers also if their proposals are otherwise feasible. 

4.24 Coming to the merits, however, no part of WIMCO’s proposal commends itself to us. 
As stated earlier, in our report of even date, we have recommended the approval of a plant for the 
production of 20,000 tonnes of industrial explosives in the State of Karnatsdca by Chowgules. Chow¬ 
gules have clearly some advantages over the applicant Company. In the first place they are a 100 % 
Indian company whereas the applicant, even after the dilution of foreign equity, will have foreign 
capital to the extent of 40%. Secondly, in respect of the'plant at Karnataka, Chowgules have an 
edge because the demand projections near the site depend mainly on the development of mining of iron 
ore and Chowgules have been in the business of iron ore in a big way in the neighbouring area of Goa 
for many years now. Thirdly, and above all, Chowghules have made considerable progress in the 
matter of foreign collaboration with Du Fonts of USA, a party wellknown in the manufacture of 
slurries, whose technology would indeed add to the productive capacity not only of Chowgules but of 
the country as a whole, particularly as there is going to be an arrangement for sub-licensing. In 
view of these reasons we have recommended the proposal of Chowgules for setting up of a plant for 
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the manufacture of 20,000 tonnes of explosives in the State of Karnataka. There is no scope for any 
other party to set up a plant in the State of Karnataka to cater to the needs of that State and the neigh- 
bourtng States. Moreover, IDL h'ts also set up a unit at Hyderabad with a capacity for the manu¬ 
facture of 7,500 tonnes of slurries. The project of IBP which has also made considerable progress, 
cotktemplates setting up of four plarrts in Madhya Pradesh for the manufacture of slurries. It is there¬ 
fore not advisable to have an additional manufacturing unit in the State of Karnataka or round about 
and the applicant’s project for setting up of such a plant cannot, therefore, be recommended on this 
ground. 

4.25 The position is equally unfavou;able with regard to the applicant’s proposal foi setting 
up of a plant in Rajasthan. The demand projections according to the applicant itself are quire low 
and will be lower still of allowance is made for the overlapping of 25 % which can be catered for by the 
plant proposed to be set up by Chowgules in Karnataka and by I.B.P. in Madhya Pradesh. In their 
own scheme, the applicant has given the last priority to the plant at Rajasthan. According to infor¬ 
mation available to us a viable plant for explosives should manufacture at least 5000 to 7000 tonnes. 
We do not see any point in setting up of a plant n the State of Rajasthan which would be uneconomical 
in size. We are therefore unable to recommend the Applicant’s proposal for Rajasthan plant. 

4.26 The only part of the proposal which therefore survives for our consideration is the pro¬ 
posed plant in Maharashtra. The plant is proposed to be located near Nagpur in the Vidarbha divis¬ 
ion of Maharashtra State on the ground that the development of open cast coal mining, iron ore 
mining and quarrying of lime stone in the neighbouring areas is going to be considerable. While 
a plant of 10,000 tonnes as proposed for Maharashtra can be viable, even on the applicant’s own 
showing the economy in expenditure on account of infra-structure, especially R & D and the marketing 
services will be completely eroded if there is only one plant instead of three as originally proposed. 

4.27 A major consideration which has been pressed for the approval of the proposal is that 
the applicant Company is badly in need of diversification. The project is proposed to be financed 
from internal resources and if need be from financial institutions. It is stated that WIMCO will have 
to issue fresh capital of Rs. 2.25 million by September 1977 with the objective of bringing down non- 
lesidential shareholding to 40%. The shares will be issued at such premium as will be approved 
by the Controller of Capital Issues in keeping with the undertaking by WIMCO to the Government 
at the time of the merger of Assam Match Company with WIMCO in 1975. This ineans that WIIMCO 
will not be able to dilute their capital by forcing non-resident shareholders to dispose of their shares 
but the dilution is to be done by issuing additional capital to the Indian shareholders so that the 
proportionate share of the non-resident shareholders in the total sharehoding will be reduced. This 
procedure results in additional financial resources being available with the Company and it also 
increases its liability to pay dividend on the additional capital. It is for these reasons, it is stated, that 
WIMCO require diversification of their activities and they have selected the explosives industry as one 
of the lines in which they can enter by reason of the fact that they are already manufactur ing potassium 
and sodium chlorates and perchlorates. While potassium chlorate is not allowed to be used as 
explosive in India and sodium chlorate and perchlorates are two components of slurry explosives, 
the fact remains, according to WIMCO, that it did have interest in chemicals and both from the 
point of view of general organisation and from the point of view of R & D it would be easy for them 
to implement the proposal. WIMCO also claimed that the range of chemicals they manufacture 
are of extremely hazardous nature and they have maintained very good record of quality and safety in 
the production of these chemicals. Some of these chemicals, it has been stated are even more hazar¬ 
dous than slurry explosives and are being used in the manufacture of explosives, rock propellants and 
other ordnance usages. 

4.28 We have examined this aspect of the matter and we are satisfied that the Government’s 
refusal to approve of 'WIMCO’s proposal will not imperial their plants for diversification. They 
will have sufficient outlets for investments and these investments in their turn will yield tem sufficient 
income to service the additional equity. We have given earlier the details of the projects implement¬ 
ation of which is under consideration by WIMCO. These include firstly project relating to paper, 
paper-board and semi-chemical pulp. Licence for expansion of this undertaking was received in June, 
1975 and the first phase of expansion has already been completed. The capital cost of the next phase 
is estimated to be Rs. 135 lakhs, and for the balance of the project Rs. 250 lakhs. 
The second project relates to the expansion of the undertaking for the manufacture 
of perchlorates. The Government’s approval for this plant has already been obtained 
and partial expansion has already been achieved. The capital cost for the balance of the remaining 
part of the project, which is expected to be completed in 1977, is expected to be Rs. 10 lakhs. There 
are three other big projects, viz., project relating to glue, project relating to ossein and project relating 
to processed food. These are still in the initial stages and the Governments’s approval has not been 
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received. But the capital outlay anticipated in respect of these projects is Rs. 30 lakhs for glue, 
Rs. 145 lakhs for ossein and Rs. 400 lakhs for processed food. The break-up of the investments 
planed by WIMCO including investment in the match undertaking is as under; 


TABLE 20 



Capital 

cost of projects for 

expansion 


(Rs. in lakhs) 



1976 

1977 

1978 

1979 

1980 

Total 

Match - 


63 


74 


, , 

137 

Paper - 


137 

50 

154 

22 

22 

385 

Glue 


8 

22 

* . 

, • 


30 

Perchlorates - 


♦ , 

10 

. » 

• . 


10 

Meat Processing ■ 



100 

250 

50 


400 

Ossein - 


. . 

109 

36 

. . 


145 

Explosives 


• . 

100 

50 

100 


250 

Technical School - 


• • 

. • 

.. 

.. 


52 

Contingencies 


40 

10 

20 

20 

30 

120 



300 

401 

584 

192 

52 

1529 


(Source: The applicant Company.) 

In addition to this WIMCO will require additional working capital not only for the existing activities 
but also for the proposed expansion and diversification projects. 


4.29 It will be relevant in this context to see both the financial position of WIMCO for the 
past five years as also details for inflow and outflow of funds in the four coming years. This can be 
seen from the tables below:— 

TABLE 21 


Financial position and projected inflow and outflow of funds 

(Rs. in lakhs) 




1970 

1971 

1972 

1973 

1974 



1 

2 

3 

4 

5 

Capital Employed: 

1. Fixed Assets 


772-62 

826-40 

908-16 

969-93 

1151-64 

Less Depreciation 


447-97 

479-08 

519-36 

555-18 

658-90 

Net Assets - 


324-65 

347-32 

388-80 

414-74 

492-74 

2. Current Assets 


868-82 

994-07 

1169-41 

715-47 

1216-34 

3. Current Liabilities 


482-17 

538-15 

659-67 

455-49 

444-84 

4. Working Capital (2—3) 


386-65 

455-92 

509-74 

259-98 

771-50 

5. Capital Employed (1 -|-4) 


711-30 

803-24 

898-54 

674-73 

1264-24 

Firumced by: 

Equity .... 

• 

495-00 

495-00 

495-00 

495-00 

620-00 

Reserves & Surplus 

• 

239-58 

276-57 

281-16 

189-67 

553-71 

Secured Loans - 

• 

48-99 

109-17 

163-78 

1-68 

220-83 

Unsecured Loans 

• 

20-48 

20-76 

20-73 

20-76 

17-03 


804-05 901-50 960-67 707-11 1411-57 


Total - 
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TABLE l\—Contd. 

(Rupees in Lakhs) 





1970 

1971 

1972 

1973 

1974 

Less Capital Work in progress 


1 






Investments 



92-75 

98-26 

62-13 

32-38 

147-33 

Others .... 

• 

J 






Capital Employed 

• 


711-30 

803-24 

898-54 

674-73 

1264-24 

Average Capital employed • 

• 


. . 

757-27 

850-89 

786-63 

969-48 

Equity/Debt Ratio 

■ 


1:0-09 

1:0-17 

1:0-24 

1:0-03 

1:0-20 

Inflow of Funds'. 

1976 


1977 

1978 

1979 

1980 

Total 

Share Issue 

. . 


328 




328 

Retained Profits (after pro¬ 
viding for taxation and divi¬ 
dend) .... 

38 


52 

53 

114 

158 

415 

Depreciation Provision 
Development Rebate Reserve 

91 


106 

130 

158 

160 

645 

Increase in seciured loans 

278 


. , 

535 

101 

(-)81 

833 

Increase in unsecured loans & 
deposits .... 

52 


35 

50 

50 

. . 

187 

Total 

459 


521 

768 

423 

Ill 

2408 

Outflow of Funds 








Capital Expenditure • • 

300 


401 

584 

192 

52 

1529 

Increase in working capital 
(current assets, loans and 
advances) 

159 


120 

184 

231 

185 

879 

Total 

459 




A'^'J 


2408 


jZrl. 

/Oo 


Lo / 


(Source: The applicant Company.) 


4.30 In giving the details relating to inflow and outflow of funds the company has taken into 
account the addition to the share capital to the extent of Rs. 328 lakhs including premium. WIMCO 
have also estimated the profits for the period 1976-1980 and these have been arrived at after providing 
for taxes and dividend payments. The projection of the company’s result taken into account expan¬ 
sion of existing activities (paper, perchlorates, glues) as well as anticipated result of diversification 
projects, e.g. meat processing, ossein, industrial explosives, which is under consideration in this 
report. 


4.31 As will be seen from the statement given earlier, WIMCO would require about Rs. 1529 
lakhs for meeting the requirements of the capital expenditure over a period of 5 years ending with 1980. 
In addition to this it will require additional working capital. It will be seen from the details of inflow 
and outflow of funds that WIMCO will have to rely heavily on secured loans as well as on deposits to 
meet the estimated capital expenditure as well as the increase in the requirements for working capital. 
While it is true that by reason of its favourable equity; debt ratio WIMCO would be in a position to 
go for heavy borrowings to meet its requirements both for capital expenditure as well as for working 
capital, it is clear that elimination of the explosives project will not leave WIMCO stranded in the 
matter of diversification of its activities or servicing of its capital. On the other hand its equity debt 
position will not be stretched and its financial position will be sounder if its diversification activities 
did not include the explosives projects. We therefore do not see any ground for supporting the pro¬ 
posal by reference to the need for diversification of the activities by WIMCO. 

4.32 The aspect of WIMCO’s proposal, which in opr view is the weakest and which is decisi¬ 
vely against the approval of the proposal, is one relating to the foreign collaboration. It is true that in 
this industry the techniques at critical level are highly sophisticated and it is government’s policy to 
consider foreign collaboration proposals relating thereto on merits. It is also true that foreign parties 
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are unwilling to make firm commitments with their Indian counterparts unless the Indian party has a 
letter of intent which shows its credentials and also its capacity and willingness to pursue the proposal. 
At the same time, notwithstanding these handicaps some parlies have been able to show in some details 
the exact party with whom they want to have collaboration and the kind and terms of collaboration 
wWch they have in view. The Commission can evaluate the proposal only on the assumption that 
colla^ration on certain terms with a certain party will go through leaving it to the Foreign Investment 
Board and the Department of Economic Affairs in the Ministry of Finance to screen the foreign col¬ 
laboration when its exact terms are spelt out. In the case of WIMCO the position is extremely vague 
and tenuous. Their negotiations with two parties, viz., Ireco Chemicals and Nitro Nobel did not 
reach any definite stage. In regard to Hercules which they have specified as their possible collabor¬ 
ators the position is quite non-committal. As a matter of fact another applicant whose case we have 
also considered mentioned Hercules as one of the parties with whom it hoped to collaborate. In 
this uncertain state of affairs we are unable to endorse the proposal by WIMCO. 


4.33 Moreover, already in India, wc are having foreign technology in this line from different 
sources. I.E.L. has a source of foreign technology in respect nitro-glycerine based explosives as it 
a subsidiary of I.C.I. of U.K. It has also got collaboration agreement with Canadian Industries 
Ltd. which is in respect of slurry explosives. Another major producer of explosives, viz., I.D.L. 
after a spell of collaboration with a Hungarian party, had arrangements with Atlas and then with Dow 
Chemicals, and has now settled down in collaboration with Nitro Nobel. I.B.P., a public sector un¬ 
dertaking, has already arrived at arrangements with Ireco Chemicals and one of the terms of the agree¬ 
ment is that if F.C.I. wants collaboration with Ireco it will be able to have it on the same terms and 
conditions. M/s. Chowgule, whose proposal we have also examined sim ultaneously with the present 
proposal, have a good chance of fixing up collaboration with Du Fonts. India will therefore have 
four competing technologies for the manufacture of slurry explosives and two of them are in the 
forefront in the field in the whole world. It is therefore not advisable to have yet another arrangement 
with foteign collaborators, especially by a company in which a foreign company has substantial hold¬ 
ing. It is not a', if the foreign shareholder is supplying the technology. The company with subs¬ 
tantial foreign shareholding proposes to negotiate with another foreign party for technology. This is 
the kind of arrangement which in our view should be encouraged in most exceptional circumstanas 
and far from the circumstances being exceptional in the present case they point in the other direction. 
It is also not advisable to encourage Indian parties to outbid each other for collaboration with foreign 
parties which are few in number and which would naturally offer their services to the highest bidder 
by playing one Indian party against the other. From this point of view an applicant, who has selected 
the foreign collaborator and who has made some progress in its negotiations with the collaborator, is 
certainly to be preferred to an applicant who has still no clear idea about the foreign collaborator with 
whom it is going to collaborate and has therefore not brought any of them to the ground floor. 
As stated earlier, notwithstanding the dfficulty of the procedure, it was always possible for the appli¬ 
cant to make up its mind and to tave some kind of a blue print about the collaboration with the fore¬ 
ign party. 


4-34 In case of WIMCO this difficulty is accentuated by reason of the fact that the two out of 
its three projects were clearly rules out. It is true that at the time of public hearing WIMCO showed 
willingness to review their proposal and reduce the volume of operations proposed either by reducing 
the capacity in each of the three projects or by giving up one of the three projects altogether. The first 
alternative is not at all feasible and in respect of the second alternative the Karnataka and Rajasthan 
projects were clearly out of question. The foreign collaboration, difficult as it is, becomes all the 
more difficult when the scale of operations is drastically reduced and from the point of view of 
public interest it becomes all the more undesirable to have foreign collaboration for such a small 
project. 

4-35 There is still further difficulty about the product mix which WIMCO is envisaging. 
As stated in Chapter III the products proposed to be manufactured included bulk ANFO and packaged 
ANFO. For these products there is no need at all for foreign assistance. According to Hercules 
themselves the manufacturing process of ANFO is quite simple wherein a simple standard machine 
meter together ffie ammonium nitrate and fuel oil, then augur packs the product into cartridges of the 
desired diameter, or into 50 lb. bags, F.C.I. is already marketing these products and it should not be 
difficult at all for any Indian producer to resort to this process without availing of any assistance from 
foreign party. 

4-36 The proposal which is nebulous to start with becomes all the more nebulous when it is 
truncated both in respect of the plants and in respect of the product mix. 
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4-37 Quite a lot of emphasis was placed by WIMCO both at the time of the public hearing 
and before on their plan to supply the explosives in bulk either directly at the pit head or at the plant 
site. This is more a matter of marketing technique rather than production technique, which would 
no doubt result in economies both to the manufacturers and the users but it is not confined to any 
particular production technology or its practitione . It cannot be taken to be a guiding consideration 
for preferring one applicant to another especially when both require foreign collaboration for imple¬ 
mentation of their projects. 

4- 38 The question then remains whether WIMCO should be allowed to go ahead with the 
project in the truncated form without foreign collaboration and with horizontal transfer of technology 
available from existing or approved producers. At the time of the public hearing it was stated on 
behalf of WIMCO that they will be willing to receive technology through Indian licences for foreign 
technology depending upon the technology being suitable for the type of products that they were plan¬ 
ning to manufacture as also the terms of such transfer of technology. They were also willing to 
limit fresh foreign technology for such products where horizontal transfer of technology was no feasible 
This was in the context of an offer made by I.B.P. at the public hearing that they will consider sub¬ 
licensing of technology to WIMCO on suitable terms. We have ruled out earlier the possibility of any 
foreign technology in the present case. As regards the horizontal transfer of technology there are 
obvious difficulties. Firstly, there is the same vagueness about the assurance or undertaking. It is 
not possible to evaluate any scheme which is so vague and so tenuous. Secondly, in the nature of things 
horizontal transfer of technology presupposes absolute trust and cooperation between the contracting 
parties which h is difficult, if not impossible, to secure between competitors in the same field. More¬ 
over, the possible field cf controversy regarding the terms of contract is limitless. We therefore do 
not consider it plausible to evaluate the proposal on such vague assumptions. It will be open to 
WIMCO to come forward with a specific proposal with definite data and definite terms of contract 
for the consideration of the Government. But as things stand at present we are unable to support 
any proposal with such imprecise and non-committal assumptions. 

4.39 There is .i Iso the difficulty about the main raw material, viz., Ammonium nitrate. WIMCO 
were banking either cn F.C.I. or Hindustan Steel to supply the raw material but the suppliers have not 
given any commitment for the supply of Ammonium Nitrate. WIMCO have suggested that they 
may consider setting up faciliites for the manufacture of Ammonium nitrate from liquid ammonia 
or ammonia and nitric acid, and considering the availability of ammonia and nitric acid the difficulties 
in setting up the^e ff.cilities were not great. There was, however, no indication about a secure supply 
of ammonia which is available only from f..rtiliser units. There are obvious difficulties in feruliser 
units diverting a part of their ammonia for sale because unless they have surplus capacity there will be 
consequential reduction in the production of fertilisers. Moreover, setting up of the facilities for the 
production of ammonium nitrate would require additional investment and modification of the scheme 
of finance. If only one of the three plants is taken into account the requirement of ammonium nitrate 
may not be so great as to justify settig up of this facility. This is therefore an additional consider¬ 
ation for rejecting the proposal although by itself it would not justify the rejection of the proposal. 
It is true that once it was decided that it was necessary to produce certain quantities of explosives the 
difficulties in the procurement of necessary raw material for their manufacture will have to be over¬ 
come by active assistance from the Government. The project concerned with the production of a critical 
input vital for key sectors of economy would not be thwarted by fear of shortage of raw materials like 
ammonium nitrate. But once it is found that on other grounds the proposal is not feasible, as it is 
found in the present case, then the difficulty of getting the raw material is an additional consideration 
fortifying the refusal. 

4-40 It may be asked how, when we envisage a gap in the capacity that is already envisioned 
and the capacity requirement by the end of the 6th Plan of 55/65,000 tonnes we are not recommending 
this proposal. It is true that among the proposals that we have considered, the only proposal we are 
recommending is that of M/s. Chowgule and Company for a capacity of 20,000 tonnes per annum. 
Even if that proposal materialises there would thus be scope for an additional capacity of 35/45,000 
tonnes per annum which should come up in the second-half of the 6th Plan if the demand estimates 
etc. indicated by us prove to be correct. In this connection, it cannot be overlooked that there is 
no indication available today about what the shape of the 6th Plan is going to be and what the targets 
of explosive-consuming sectors such as coal and other minerals will finally be. The present estimates 
have therefore to be treated as very tentative. Moreover, there are two important points which should 
be kept in view in this connection. Firstly, we would not necessarily think it desirable that every 
increase in capacity should take place through the setting up of a new undertaking. I.B.P., a public 
sector undertaking, is already claiming that it would be fully in a position to set up some more plants 
in the 6th Plan period. The F.C.I., another public sector undertaking, which is very much knowledgCr 
able in this branch of the chemical industry and is already marketing ANFO is also interested in entering 
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the production of slurry explosives. The other units that are newly coming up or are likely to come up 
may also find it worthwhile to undertake an expansion and this may prove to be economical in terms of 
cost. This may also be attained with greater speed. It is not therefore necessary that the addition 
to capacity that may be requiicd should take place through the setting up of new undertaking. Secon¬ 
dly, if the addition to capacity is largely to take place through the production of sluny explosives 
(which appears to be likely) the gestation period for such plants appears to be short—not more than 
2 to 3 years. It does not therefore appear to be necessary that Government should sanction capacity 
now in order to meet the expected requirements of the second-half of the 6th Plan period. If pro¬ 
posals are sanctioned in 1978-79 or even 1979-80 that may be quite adequate foi bringing into existence 
the required capacities. We expect that this aspect of the matter will be kept in view and suitable 
proposals when received will be examined and approved so as not to allow a gap in capacity to be 
created by 1983-84. 


CHAPTER V 


CONCLUSIONS AND RECOMMENDATIONS 

5'01 Based on the analysis given in Chapter IV our conclusions are as under:— 

1. There is not much necessity to bring about any major addition to licensed capacity for 
the purpose of satisfying the expected demand for explosives by 1978-79. 

2. For the latter part of the VI Five Year Plan, there would be cope for an additional capacity 
of about 55-65,000 tonnes of industrial explosives per annum. 

3. For assessing the production capacity of the immediate future years, it is possible to take 
into accoun*’ only those projects, whether in the public sector or private sector, which are 
likely to reach the take off stage in the near future and contribute to the production in the 
first half of the VI Plan period. 

4. There is room for additional capacity for the manufacture of explosives, whether in the 
public or private sector, if the proposed project is feasible on its inherent merits. 

5. There is no scope for any party other than Chowgules to set up a plant in the State of 
Karnataka to cater to the needs of that State and the neighbouring States. There is no 
point in setting up of a plant in the State of Rajasthan which would be uneconomical 
in size. 

6. There is no ground for supporting the proposal by WIMCO by reference to the needs for 
diversification of its activities. 

7. The position regarding foreign collaboration is vague and tenuous, as they have no clear 
idea about the foreign collaborator with whom they are going to collaborate nor about 
the terms of collaboration. The foreign collaboration becomes all the more difficult 
when the scale of operation is drastically reduced both by reference to the number of plants 
and to the product mix. 

8. Even the suggestion regarding WIMCO implementing the proposal without collaboration 
and with horizontal transfer of technology indigenously available was fraught with diffi¬ 
culties. 

9. The problem of supply of raw materials although not insuperable, was quite difficult to 
solve. 


5-02 In view of these conclusions we are unable to recommend any part of the proposal 
of WIMCO for acceptance by the Central Government. 


(Sd.) 

(JUSTICE J.L. NAIN) 
Chairman 


(Sd.) 

(H.K. PARANJAPE) 
Member 


(Sd.) 

(H.M. JHALA) 
Member 

New Delhi, 

Dated the 30//i July, 1976 
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List of participants in the Public Hearing held on 9th June, 1976 on the proposal of WIMCO. 

I. The Applicant Company: 

(i) Shri Kamaljit Sing, Managing Director 

(ii) Shri V.K. Bhalla, Marketing Development Manager 

(iii) Shri B.P. Vaidya, Financial Adviser 
fiv) Shri D.C. Kale, Consultant 

II. Objectors: 

1. IDL Chemicals Limited 

(i) Shri Y.C. Katoch, Executive Director 

(ii) Shri S.C. Chadha, Controller, Delhi Office 

(iii) Shri C.G.K. Thathachary, Secretary 

(iv) Shri A.P. Manjrekar, Sr. Dy. Manager, Sales 

(v) Shri J. Ravi Kumai, R & D Coordinator 

2. Narendra Explosives Limited, Dehradun 

(i) Dr. N.K. Jain, Managing Director 

3. Indo Burma Petroleum Company Limited 

(i) Shri H. Bhargava, General Manager, Chemical Division 

III. Government Departments: 

1. Ministry of Industrial Development, New Delhi 

(i) Shri H.H. Tyabji, Deputy Secretary 

2. Directorate General of Technical Development, New Delhi 

(i) Shri J.S. Matharu, Development Officer 

3. Deptt. of Coal, Minister of Energy, New Delhi 

(i) Shri M. Jha, Director 

4. Indian Bureau of Mines, Nagpur 

(i) Shri S.K. Choudhury, Regional Controller of Mines. 

5. Planning Commission, New Delhi 

(i) Shri V.V.S.R. Hanumuntha Rao, Officer-on-Special Duty (Minerals) 

6. Government of Rajasthan 

(i) Shri K.N. Bhargava, Dy. Secretary, Industries 

(ii) Shri J. Dass, Industrial Adviser 

7. Government of Maharashtra 

(i) Shri S.B. Deshmukh, Jt. Directoi, Industries 
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Annexurp 2 

No. l/S6/£iiq./76 

MONOPOLIES AND RESTRICTIVE TRADE PRACTICES 
COMMISSION 


Travancore House, 

Kasturba Gandhi Marg, 

New Delhi-110001. 

Dated the 2nd July, 1976. 

Order niider sectioB 30(2) of The Monopolies and Restrictive Trade Practices Act, 1%9 
in the case of Messrs. WIMCO Limited, Bombay 

The Application submitted by M/s. WIMCO Limited Bombay to the Government of India, 
Ministry of Law, Justice and Company Affairs, Department of Company Affairs, for the establishment 
of a new undertaking for the manufacture of Industrial Explosives has been referred to the Mono¬ 
polies and Restrictive Trade Practices Commission by the Department of Comi»ny Affairs under 
Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969, for enquiry and report vide 
their Reference No. 49 of 1976 dated 6-4-1976 (F.No. l/22/75-M(IlI)(SIA). According to the pro¬ 
visions of Section 30 of the Act, the Commission’s Report would be due to be sent to the Government 
of India on 4th July, 1976, when the 90 days’ time prescribed therein expires. However, for the reasons 
mentioned below, it is not possible for the Commission to send the Report within this period; 

(i) The Public Hearing on the proposal was held on the 9th June, 1976. Dr. H.K. 
Paranjape, Member of the Commission, who participated in the Public Hearing, proceeded 
on leave from 14th June, 1976. He is expected to join duty on 12th July, 1976. 

(ii) The Commission is also considering the proposal of M/s. Indian Explosives Limited, 
involving the manufacture of the same product, namely . Industrial Explosives. The Com¬ 
mission’s Report on that proposal is due to be submitted to the Government by 31st July 
1976 vide Commission’s Order No. l/53/Enq/75 dated 9th June, 1976. The Commission 
desires to hnalise the Report of the current proposal along with the Report on the proposal 
of M/s. Indian Explosives Ltd. In view of this, it is necessary to extend the date for submis¬ 
sion of the Report on the current proposal also upto 31st July, 1976. 

In exercise of Ac powers conferred on the Commission under Section 30(2) of Ae Mono¬ 
polies and Restrictive Trade Practices Act, 1969, the last date for submission of tte Report to the 
Government of India in the case of M/s. WIMCO Ltd., Bombay is, therefore, extended to 31st July, 
1976. 


(Sd.) JUSTICE J.L. NAIN, 
Chairman 


(Sd/-) H.M. JHALA. 
Member 

New Delhi, 

Dated Ind July, 1976. 


42—7 M of U&CA/ND/79 



Licensed and installed capacity and production of existing production activities of WIMCO 
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(6) Only Phase I of the application has been completed. 
{.Source: The applicant company) 
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Annexurb 4 

Extr'icts from Government order dated 22-7-75 under the Monopolies and 
Restrictive Trade Practices Act, on the merger of the Assam Match Company 

Ltd. with WIMCO Ltd. 

ORDER 

The Central Government in exercise of its powers vested in it under sub-section(2) of section 
23 of the Monopolies and Restrictive Trade Practices Act, 1969 read with section 54 thereof, hereby 
accord its approval to the amalgamation of the Western India Match Company Limited with the 
Assam Match Company Limited, in accordance with the scheme presented with their application 
dated 11th September, 1974 subject to the following conditions :- 

(i) The foreign shareholding in the resultant company shall be brough down to 40% after 
merger within two years from the date of approval of the merger by issue of fresh capital 
to Indian residents only. 

(ii) Issue of bonus/rights shares will not be permitted in the resultant company till the foreign 
shareholding is brought down to 40%. 

This order shall not be construed as conveying any approval of the Central Government that 
may be required under any other provision pf law for the time being in force. 


New Delhi 
Dated22’l-15 


(Sd.) P.B. MENON, 

Joint Secretary to the Government of India 



Major Consumers of Explosives 
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Limestone .... 15 22 7 2-5 3-3 0-3 0-5 .. .. 2-8 

Mn& Copper ... 1 4 ..0-4 .. .. 0-2 0-4 0-2 
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Annexure 6 
TABLE 10 

Estimates of Demand for Explosives by 1978-79 as prepared by the Explosiv es Committee _ 

^ ^ 1974-75 1975-76 1916-11 
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* Estimates supplied by the Indian Bureau of Mines. 

** Estimates as indicated by the manufactures of Explosives. 
X Actual total. 
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Annexure 6—Contd. 

TABLE 11 

Estimates of Demand for Explosives by 1978-79 as supplied by the Department of Coal 


Organisation 

Planning Commission 

IBP 

Department of Coal 

Produc¬ 

tion 

target 

Million 

Tonnes 

Explo- Produc- 

sives re- tion 
quirement target 
Tonnes Million 
Tonnes 

Explo- Produc- 

sives re- tion 
quirement target 
Tonnes Million 

Tonnes 

Explo¬ 
sives re¬ 
quirement 
Tonnes 

SECTOR 







Mining 







Coal & Lignite 

1400 

38,000 

141-0 

43,113 

141-0 

46,985 

Iron Ore & Manganese • 

60-2 

7,000 

61-0 

7,450 

70-0 

8,100 

Limestone / Dolomite • 

48-0 

5,800 

49-5 

6,100 

53-2 

6,500 

Copper . . . . 

4-5 

3,700 

4-1 

4,060 

6-0 

5,000 

Bauxite . . . . 

1-8 

300 

1-8 

270 

2-70 

400 

Lead & Zinc 

2-2 

1,500 

2-4 

1,700 

2-4 

1,700 

Other Minerals 


2,000 

•• 

2,000 


2,000 

Total Mining ■ 

' 

58,000 


64,693 


70,965 

Non-Mining 

■ 

20,000 


20,000 


20,000 

Grand Total 


78,000 


84,693 

78,000 .. 

90,965 

(Source Department of Coal, Ministry of Energy) 



TABLE 12 

Estimates of Demand for Explosives by 1978-79 as prepared by IBP 

(Tonnes) 

Zones 

Mining 

" Non- 
Mining 

Total 

Permi-s- 

sibles 

Non-per- 

missibles 

Total 

Eastern 

30,186 

8,000 

38,186 

14,190 

23,996 

38,186 

Central 

20,315 

1,000 

21,315 

6,352 

14,963 

21,315 

Western 

1,880 

1,000 

2,880 

. . 

2,880 

2,880 

Northern 

4,525 

6,500 

11,025 

. . 

11,025 

11,025 

Southern 

7,787 

3,500 

11,287 

3,600 

7,687 

11,287 


Total • 64,693 

20,000 

84,693 

24,142 

60,551 

84,693 


{Source;— IBP) 
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TABLE 13 

Estimates of Demand for Explosives prepared by the IDL Chemicals Limitea 
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TABLE 14 

Estimates of Demand for Explosives by 1978-79 submitted by Narendra Explosives Limited 


1972 (Actual) 1978-79 (estimated) 


Mineral 

r 

Quantity 

raised 

(million 

tonnes) 

_ 

Consump¬ 
tion of 
explosives 
(tonnes) 

-\ t - 

Tonnes Quantity 

explosives targeted 
used per to be 
m. tonnes raised 
mineral (million 

raised tonnes) 

Tonnes Require- 
explosives mentof 
required explosives 
per ml. (tonnes) 

Coal/Lignite 

79 

14,000 

77-2 

147 

274 

40,300 

Iron Ore/Manganese 

32 

1-6 

3,650 

108-6 

66-5 

3-0 

108-6 

7,550 

Limestone/Dolomite 

27 

3,180 

118 

53-2 

122 

6,500 

Bauxite 

1-66 

250 

151 

2-65 

151 

400 

Copper Ore • • 

0-87 
(eqv. to 
10,400 
tonnes 
copper) 

625 

718 

6 

(eqv. to 
57,000 
tonnes 
copper) 

833 

5,000 

Lead/Zinc 

0*3 

216 

720 

2-4 

720 

1,700 

Gold . • • • 

0-6 

355 

392 

0-64 

592 

380 

Mica . ■ • • 

0-014 

298 

21,300 

0015 

21,300 

320 

Other Minerals 

• 

749 




1,000 

Total Mining 

• 

23,293 




63,150 

Non-Mining* 

• 

13,400t 




20,000 

Grand Total 

•• 

36,693 



83,150 


* As estimated by lEL 
{ 1972-73 

{Source .—Narendra Explosives Limited) 
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Government of India 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 

BEFORE THE CENTRAL GOVERNMENT 

In the matter of an application under Section 22 of the Monopolies and Restrictive Trade Practices 
Act, 1969 

And 

In the matter of proposal of M/s. WIMCO Limited for the manufacture of Industrial Explosives. 

M/s. WIMCO Limited (hereinafter referred to as “the applicant Company”) gave a notice 
dated 17-7-1975 under Section 21 of the Monopolies & Restrictive Trade Practices Act, 1969 here¬ 
inafter referred to as “the Act”) for effecting substantial expansion by undertaking the manufacture 
of 24,000 tonnes per year of Industrial Explosives and 3,000 tonnes per year of ‘Treatment of Alu¬ 
minium Powder’ at three places in the State of Maharashtra, Rajasthan and Karnataka. As the 
proposal amounted to setting up of three new undertakings attracting Section 22 of the Act, the 
notice given by it under Section 21 of the Act has been treated as an application under Section 22 
of the said Act. The estimated total project cost of Rs. 344 lakhs of all the three undertakings (Land— 
Rs. M lakhs. Building—Rs. 24 lakhs and Plant and Machinery—Rs. 300 lakhs) was propos^ to be 
financed from the internal resources of the applicant company and borrowings from Financial Insti¬ 
tutions (about Rs. 24 lakhs). 

2. The applicant company is registered under Section 20(b)(i) of the Act. It is also registerable 
under Section 20(a)(ii) of the Act as it is interconnected with M/s. Vulcan Laval Limited. 

3. The proposal was advertised by the applicant company in the “Times of India” dated 
13-7-1975 and the “EASTERN ECONOMISTS” dated 18-7-1975. No objections against the proposal 
of the applicant company were received. 

4. On the basis of the information available, the Central Government came to the conclusion 
that no order under Section 22(3)(a) of the Act could be made in this case without further enquiry. 
Accordingly, in exercise of the powers conferred by Clause (b) of Sub-section (3) of Section 22 of 
the Act, the Central Government referred the proposal of the applicant company to the Monopolies 
& Restrictive Trade Practices Commission (hereinafter referred to as the “Commission”) for further 
enquiry and report. 

5. In its report, the Commission recommended rejection of the proposal of the applicant 
company. A copy of the Commission’s Report dated 30-7-1976 was supplied to the applicant Com¬ 
pany and on request, to such of the objectors as had disclosed their interest before the Commission. 

6. An opportunity of being heard in terms of Section 29 of the Monopolies & Restrictive 
Trade Practices Act, 1969 was given to the applicant company and to all the objectors on 21st Feb¬ 
ruary, 1977. Besides the applicant company, the representatives of the following objectors attended 
the hearing 

(i) M/s. IDL Chemicals Limited. 

(ii) M/s. Indo-Burma Petroleum Company Ltd. 

(iii) Fertilisers Corporation of India Limited. 

(iv) Narendra Explosives Limited. 

7. Referring to the grounds given by ihe Monopolies and Restrictive Trade Practices Com¬ 
mission in its Report recommending rejection of the Company’s proposal, the representatives of the 
applicant company pointed out that in their view there was scope of at least two Units in the Southern 
Region for meeting the requirements of that region for explosives. The Commission had recom¬ 
mended rejection of the company’s proposal in view of the Commission having recommended the 
proposal of Chowgules to set up a plant in the State of Karnataka. They pointed out that the addi¬ 
tional capacity required to meet the country’s requirements could be divided between the Chowgules 
and the applicant company. As regards the question of foreign collaboration, the representatives 
of the applicant company pointed out that the company had already carried out some negotiations 
with three foreign collaborators. But the final arrangements could be made only after the company 
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had been granted a letter of intent. This fact had been brought to the notice of the G>nmussion 
during the course of the hearing and the Company was still in a position to arrange foreign collabo¬ 
ration if its proposal was allowed. As regards the need for diversification, they stated tluit some of 
the schemes applied for by the company had yet to be approved. Its proposal for paper and paper 
board expansion could not be put through because of the paucity of power. The glue project of 
the company had already been rejected by the Government. Of the other projects, which have been 
approved by the Government, there was a risk of some of them falling through. The Company, 
therefore, needed to diversify into the explosives field to sustain itself. They further stated that there 
was need for foreign know-how and it should be left to the company to decide to obtain the know¬ 
how considered best by it. The representatives of the company drew attention to the observations 
made in the Commission’s Report (para 4.37) and stated that location of the project, the production 
techniques and the marketing methods are all important and form one package of the merits of the 
project. They stated that in view of the Commission’s findings, that there was need for creation of 
additional capacity, the capacities to be allowed to their three proposed units could be 
sealed down so as to also allow the entry of applicant Company in this field. They 
stated that while a manufacturing unit for explosives could be put up in three years, it would take 
considerably longer time to produce explosives of acceptable quality and specification. As repre¬ 
sentatives of the company, therefore, reiterate that they should be allowed to proceed with the 
project for manufacture of explosives. They, however, admitted that it would not be economically 
viable for the company to have only one Unit instead of three as applied for by the company. There 
could be a possibility of the capacity of all the three units being reduced and this would be acceptable 
to the company. 

8. The representatives of the objectors present at the hearing pointed out that the demand 
estimates had been considerably scaled down in view of the lower production targets of coal and that 
there was no scope for creation of any additional capacity. They also refut^ the observations 
made by the applicant company that it was not possible to finalise foreign collaboration terms without 
the letter of intent. The representative of the IBP pointed out that in their case, the foreign collabo¬ 
ration terms had been settled even before obtaining the letter of intent. According to him, a iiew 
plant could be put up in a short time as the experience of IBP so far had shown. The representative 
of the IDL stated that the applicant company was probably basing the demand estimates for explo¬ 
sives in Southern Region on Kudremukh Iron Ore Project. The actual demand of the Kudremukh 
Project was not much and, in the light of the scaling down of the demand, there was no scope for 
creation of any further capacity in this field. All the objectors were unaniomus that the company 
should not be allowed to proceed with the project. 

9. The Central Government has carefully considered the report made by the Monopolies 
& Restrictive Trade Practices Commission, the submissions made by the applicant company and the 
objectors at the hearing. The present licensed/installed capacity and the capacity covert by the 
letters of Intent which is likely to come up, is 1,16,500 tonnes. An additional capacity of 20,000 
tonnes of explosives is covered by the proposal of M/s. Chowgule and Company Pvt. Ltd. which 
is separately being considered by the Government. The Monopolies and Restrictive Trade Practices 
Conmiission had estimated the demand at 80,000 tonnes by 1978-79 and 1,40,000 tonnes by 1983-84 
requiring an installed capacity of 1,00,000 and 1,75,000 tonnes respectively on the basis of 80% 
utilisation of capacity. The demand estimates made by the Commission would require considerable 
scaling down and the gap between demand and supply projection by the Monopolies and Restrictive 
Trade Practices Commission for the latter period of 6th Plan was likely to be substantially reduced. 
It is not therefore, necessary for the present to create any further capacity in this field. For these 
reasons, as also for the reasons mentioned by the Monopolies & Restrictive Trade Commission in 
its report, the Central Government is of the view that it is not expedient in public interest to accord 
approval to the proposal of the applicant Company and that it should be rejected. 

ORDER 

In exercise of its powers conferred under Section 22(3)(c) of the Monopolies and Restrictive 
Trade Practices Act, 1969, the Central Government hereby rejects the proposal of M/s. WIMCO 
LIMITED for the establishment of three new undertakings for the manufacture of explosives, as 
contained in its application dated 17th July, 1975. 


(Sd.) 

(M.K. KUKREJA) 

Joint Secretary to the Government of lnctia 

New Delhi-1, 
im February, 1977. 
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REPORTS UNDER SECTION 21 OF THE 
MONOPOLIES AND RESTRICTIVE TRADE PRACTICES ACT, 1969 

INDEX 


VOLUME: I 


SI. 

No. 

Name of the Company 

Date of Re¬ 
ference to 
the M.R.T.P. 
Commission 

Date of Re- Date of Passing the Final 
ceipt of Orders by Central 

M.R.T.P. Government 

Commission’s 

Report 

1. 

Alta Laboratories Pvt. Ltd. • 

10-12-76 

29-4-77 

Approved on 2-5-78 

2. 

Atul Products Ltd. • • 

2-11-73 

27-6-74 

Approved on 31-10-75 

3. 

Automobile Products of India Ltd. 

30-7-71 

17-1-72 

Approved on 18-11-72 

4. 

Bajaj Auto Ltd. .... 

30-7-71 

12-1-72 

Approved on 30-11-72 

5. 

Carborandum Universal Ltd. 

12-2-71 

12-5-71 

Approved on 1-10-71 

6. 

Century Spg. & Mfg. Co. Ltd. 

12-2-71 

12-5-71 

Approved on 1-6-72 

7. 

Delhi Cloth and General Mills Co. Ltd. 

24-8-71 

18/21-4-72 

Approved on 8-3-73 

8. 

Dunlop India Ltd. • • • • 

26-8-71 

18-4-72 

Approved on 8-1-73 

9. 

Gabriel India Ltd. .... 

20-8-73 

15-2-74 

Approved on 27-11-76 

10. 

Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 

8-10-71 

10-7-73 

Rejected on 3-5-74 

11. 

Hindustan Aluminium Corporation Ltd. 

17-7-71 

17-2-72 

Exemption Granted on 
31-7-73 

12. 

India Pistons Ltd. .... 

28-4-73 

20-3-74 

Approved on 21-6-75 


REPORTS UNDER SECTION 21 OF THE 
MONOPOLIES AND RESTRICTIVE TRADE PRACTICES ACT. 1969 

INDEX 


VOLUME: II 


SI. 

No. 

Name of the Company 

Date of Re¬ 
ference to 
the M.R.T.P. 
Commission 

Date of Re¬ 
ceipt of 
M.R.T.P. 
Commission’s 
Report 

Date of Passing the Final 
Orders by Central 

Government 

1. 

Lucas TVS Ltd.. 

29-7-71 

25-5-73 

Approved on 28-3-74 

2. 

Mettur Chemicals & Industries Corpora¬ 
tion Ltd. 

2-3-71 

30-6-71 

Approved on 27-9-71 

3. 

Neesha & Company • * • • 

1-2-71 

18^-71 

Rejected on 14-9-71 

4. 

Philips India Ltd. .... 

17-7-74 

2-4-75 

Rejected on 5-5-76 

5. 

Systronics ..... 

23-6-72 

30-11-72 

Approved on 20-7-73 

6. 

Tata Engine<:ring & Locomotive Co. Ltd. 

16-6-71 

11-12-71 

Approved on 30-6-72 

7. 

Telerad Pvt. Ltd. • • 

8-12-72 

7-5-73 

Approved on 21-2-74 

8. 

Vidyut Metallics Ltd. 

1-10-71 

1/14-3-72 

Rejected on 16-7-73 

9. 

Vulcan Laval Ltd. .... 

15-2-78 

20-6-78 

Rejected on 17-1-79 
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REPORTS UNDER SECTION 22 OF THE 
MONOPOLIES AND RESTRICTIVE TRADE PRACTICES ACT, 1969 

INDEX 


VOLUME: III 


SI. 

No. 

Name of the Company 

Date of Re¬ 
ference to the 
M.R.T.P. 
Commission 

Date of Re- Date of Passing the Final 
ceipt of Orders by Central 

M.R.T.P. Government 

Commission’s 

Report 

1. 

Anil Starch Products Ltd. • 

18-9-73 

25-3-74 

Rejected on 9-1-76 

2. 

Ballarpur Paper & Straw Board Mills 
Ltd. 

7-3-75 

30-6-75 

Approved on 28-2-76 

3. 

Birla Jute Mfg. Co. Ltd. 

20-1-73 

1-10-73 

Approved on 3-5-74 

4. 

Chowgule & Co. Pvt. Ltd. 

29-10-75 

9-3-76 

Approved on 19-11-76 

5. 

Chowgule & Co. Pvt. Ltd. 

6-4-76 

31-7-76 

Approved on 27-5-77 

6. 

Hindustan Aluminium Corporation Ltd. 

1-10-71 

30-8-73 

Rejected on 11-2-74 

7. 

Hindustan Lever Ltd. • • • • 

15-3-73 

20-9-73 

Approved on 6-3-74 

8. 

Indian Explosives Ltd. 

18-10-75 

31-7-76 

Rejected on 28-2-77 

9. 

Krmani Tube Pvt. Ltd. 

21-7-72 

17-11-72 

Rejected on 28-2-74 



REPORTS UNDER SECTION 23 OF THE 

MONOPOLIES AND RESTRICTIVE TRADE PRACTICES ACT, 1969 

INDEX 

VOLUME: V 

SI. 

Name of the Company 

Date of Re- 

Date of Re- 

Date of Passing the Final 

No. 

ference to the ceipt of 
M.R.T.P. M.R.T.P. 
Commission Commission’s 
Report 

Orders by Central 

Government 

1. 

Karam Chand Thapar & Bros. (Coal 
Sales) Ltd. 

5-12-72 

16-4-73 

Approved on 30-7-73 

2. 

Larsen & Toubro Ltd. 

15-4-71 

13-7-71 

Approved on 3-9-71 

3. 

Larsen & Toubro Ltd. 

25-5-72 

23-8-72 

Approved on 11-10-72 

4. 

Macneill & Barry Ltd. 

22-3-72 

1-8-72 

Approved on 9-2-73 

5. 

Madhya Pradesh Industries Ltd. & Ben¬ 
gal and Assam Investors Ltd. 

15-4-71 

18-8-71 

Rejected on 5-11-71 

6. 

Satabhai M. Chemical Pvt. Ltd. • 

10-11-72 

7-2-73 

Company Withdrew its 
Application on 30-3-73 
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